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HIGHLIGHTS Year ended Year ended 
Nov. 30, 1952 Nov. 30,1951 


Consolidated net sales - $326,585,641 $286,598.113 
Consolidated net income . $11,028,927 $10,089.214 
Earned per common share $1.20* $1.10** 
Dividends per common share $0.60 $0.60 
Net working capital . . $88,279,359 $87,933,721 


Net tangible assets (net worth) $93,870,288 $88,620,194 


Per common share. . $9.65 $9.07 
Per preferred share. $583.00 $514.00 
Number of stockholders . 64,494. 63.288 


*Based on 8,890,824 common shares outstanding at close of fiscal 1952. 


** Based on 8.819,385 common shares outstanding at close of fiscal 1951. 
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MANUFACTURING 
CORPORATION 








“a family of 
famous names 


aa 


Ainiivan 
KITCHENS 
Steel wall and base cabinets, kitchen 
sinks, waste disposers, ventilating 
fans, automatic dishwashers. 


BENDIX 


HOME APPLIANCES 


Automatic washers, dryers, ironers, 
combination washer-dryers, refrig- 
erators, electric ranges, freezers. 


CROSLEY 


Shelvador refrigerators, freezers, 
electric ranges, kitchen sinks and 
cabinets, automatic dishwashers, 
room air conditioners, television and 
radio sets and other home equipment. 


CROSLEY BROADCASTING 
CORPORATION 


Operates WLW, “The Nation’s 
Station,” Cincinnati, and WINS, New 
York; and television stations WLW-T, 
Cincinnati; WLW-D, Dayton; WLW-C, 
Columbus, dnd WLTV, Atlanta. 


LYCOMING 


Aircraft and industrial engines, pre- 
cision machine parts. 


NEw [DEA and HORN 


Spreaders, corn pickers, balers, hay 
rakes and loaders, power take-off 
mowers, grain and baled-hay eleva- 
tors, hydraulic loader attachments, 
shredders, wagon boxes. 


SPENCER HEATER 


Heating boilers for commercial and 
residential use, castings. 





+ * 


Avco also ishelping keep America 
strong, with its plants and facil- 
ities engaged in the manufacture 
of electronic equipment, aircraft 
comp ts, tank engines, auxil- 
iary power units, military aircraft 
engines and other materiel essen- 
tial to the defense program of 
our nation, 
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Blazing new trails in automotive 
engineering, CLARK designed this 
special drive unit for a farm tractor 
—and others like it for farm and in- 
dustrial machinery. In this way alert 
manufacturers tap the unique expe- 


rience of 


CLARK 


EQUIPMENT 





to develop better products 


Write to CLARK EQUIPMENT 


COMPANY, Buchanan, Michigan 
for booklet PRODUCTS OF CLARK 


TRANSMISSIONS — AXLES — AXLE HOUSINGS for 
Trucks, Buses, Industrial and Farm Tractors — FORK- 
UFT TRUCKS— POWERED HAND TRUCKS AND INDUS- 
TRIAL TOWING TRACTORS for Materials Handling. 















g QUARTERLY DIVIDEND NOTICE / 


The ARO EQUIPMENT CORP. 
Bryan, Ohio 
®@ The Board of Di- 
rectors has declared 
a regular quarterly 
dividend of 20c per 
share of common 
stock payable April 
15th to shareholders 


of record at the close of business. 
April 2, 1953. 





L. L. HAWK 








Jan. 22, 1953 
we 


Sec.-Treas. - 




















C CAN COMPANY, Inc. 
A regular quarterly dividend of one dol- 
lar six and one-quarter cents ($1.06'%) 
per share on the $4.25 cumulative sec- 
ond preferred stock of this Company 
has been declared payable on April 1, 
1953, to stockholders of record at the 
close of business March 13, 1953. ‘ 

LOREN R. DODSON, Secretary. 























Cc CAN COMPANY, Inc. 
A regular quarterly dividend of ninety- 
three and three-quarter cents ($.93%) 
per share on the $3.75 cumulative pre- 
terred stock of this Company has been 
declared payable April 1, 1953, to stock- 
holders of record at the close of business 
March 13. 1952. 

LOREN R. DODSON, Secretary. 











Right wThe Middle! 


N. Jersey at the “Crossroads of 

XY the East” is in an enviable geographical position. It sits 

right in the middle of the world’s richest market—the 

* New York-Philadelphia area. Within overnight trav- 

eling distance lies all or part of twelve states and the 

ie District of Columbia. This 250-mile circle includes an 

\ area wherein live more than 48 million people—31% 

of the nation’s population—who account for more than 

76 billion dollars of buying income (after federal in- 

come taxes). This comprises the highest income market 

in the nation, with an estimated $5532 per family in 

1951, spending an estimated 50 billion dollars in retail 
purchases. 

Public Service is fortunate in having its oper- 
ating territory in New Jersey, and enjoys the distinction 
of having among its customers many members of Amer- 
ica’s industrial who’s who doing business in that great 
New York-Philadelphia market. 
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Public Service serves New Jersey with electricsty and gas . . . and grows with New Jersey 
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RETURN TO THE AMERICAN SYSTEM... It is barely 
three weeks since President Eisenhower took office. 
Yet, in this brief space there has already emerged 
the outlines of the philosophy under which the na- 
tion’s economy will function. Basically, it means a 
return to the traditional American system which 
largely lapsed during the New and Fair Deals. At 
the same time, the essential social advances which 
took place under these Administrations will be re- 
tained in response to the national demand. 

Accordingly, under the Eisenhower program, the 
economy will be freed, so far as is compatible with 
the national safety, from government interference; 
and many of the controls superimposed on business 
during the past two decades will be discarded, a pro- 
cess which has already commenced. While this will 
meet with general approval there are undeniably 
risks to be taken, as the President himself intimated 
in his State of the Union message. In other words, 
the economy is to be given the opportunity to work 
out its own problems with as little government dom- 
ination as possible but, if the delicate balance needed 
to preserve equilibrium cannot be maintained, the 
Chief Executive is prepared to act swiftly. 

In a sense, this would indi- 
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Trend of Events 


been operating. In this way, a return to the Amer- 
ican system is made possible, at the same time that 
the Executive does not relinquish his right to take 
whatever steps he deems necessary in the national 
interest. It goes without saying that the job is an 
intricate one and the President deserves the patient 
and understanding support of the people in his 
magnificent effort, already demonstrated so early 
in his Administration. 


SUPPLY AND DEMAND IN GROWING BALANCE... In 
the realm of economic statistics, a significant event 
occurred during the last quarter of 1952 when manu- 
facturers’ unfilled orders declined by the impressive 
amount of $4.2 billion. With these backlogs whittled 
down to $71.5 billion, this was the first important 
reversal from the spectacular climb that started from 
the August 1949 low of $20.2 billion. Obviously, 
industry’s ability to reduce order backlogs by such a 
significant figure is a clear illustration of the nation’s 
capacity to produce fully for all needs, civilian as 
well as military. This is an accomplishment of which 
no other nation can boast and one in which we can 
take justifiable pride. From the business standpoint, 
the importance of the decline 





cate that a “probationary” pe- 
riod is ahead for the freer 
economy now dawning. In 
other words, free enterprise 
ls to be given a real chance to 
show what it can do. Further 
than this the government can- 
not go but, at least, through 
the measures to be adopted it 
will remove the shackles under 
which business so long has 





We recommend to the attention of our 
readers the analytical discussion of busi- 
mess trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


in order backlogs is in reveal- 
ing the fact that the days of 
scarcity in goods and com- 
modities are virtually at an 
end, and that the supply- 
demand factor is in better bal- 
ance than for years. 


EFFECTS OF LOW-COST FOR- 
EIGN COMPETITION ... Trou- 
bles in the zine and lead in- 
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dustries, which have led to some shut-downs in the 
former, may be traced in part to increasing foreign 
competition. In this respect, these industries are 
faced with a formidable handicap since foreign pro- 
ducers can supply the metals considerably cheaper 
than domestic suppliers in view of their lower labor 
and ore costs. 

Obviously, a situation is being created in these 
metals which can generate severe foreign competi- 
tion. For example, should the proportion of foreign 
imports to domestic sales increase much beyond 35 
to 40%, according to the president of the St. Joseph 
Lead Co., any consequent closing of American mines 
could bring imports up to as high as 60%. This, of 
course, would place foreign suppliers in a position 
substantially to control prices. Thus the ironical 
situation would arise that American consumers 
would be penalized to the advantage of foreign pro- 
ducers without any gain to the domestic industry. 
This would obviously be a double loss. 

In order to avoid such difficulties, it is proposed 
that a sliding-scale tariff, or equalization tax, be 
adopted in order to protect domestic mines. This 
would provide a “parity” point enabling the domestic 
mines to operate profitably; if domestic prices fell 
below parity, a tax on imports amounting to 34 
cents for each cent of decline would be imposed. 

The difficulty is that adoption of such a mechanism 
would mean reversion to a protectionist policy, and 
that it would run counter to our national desire to 
permit foreign nations to trade profitably in this 
country. Yet, how are we to permit what amounts to 
unlimited trading, without at the same time ruining 
those industries that are especially susceptible to 
foreign competition? This is the very acute dilemma 
highlighted by the current adverse conditions under 
which these metal industries are operating. Under 
the circumstances, no one can very well blame these 
industries for trying to protect themselves. 


STRIKES COST THE GOVERNMENT MONEY ... The last 
Administration which was responsible for initiating 
the highest peace-time taxes in history, managed to 
double-cross itself quite effectively when its blunder- 
ing intervention in the steel wage dispute brought 
on the disastrous strike of last summer. For what 
happened was that though it would not budge an 
iota on the recurring question of reducing taxes, 
it nevertheless managed through its intervention to 
put the steel industry hors-de-combat with the result 
that the latter’s federal income taxes were reduced 
by over a half billion dollars, placing the Treasury 
in a hole by that amount. This is clearly illustrated 
in current steel company earnings reports for 1952. 
Probably another billion should be added to the loss 
in taxes as a result of the strike-occasioned drop in 
industria] operations in general as well as in steel. 
So Truman’s grand-stand play last summer cost 
probably upward of one and a half billion dollars in 
taxes, quite an accomplishment for a government 
that was looking for more money. 

Perhaps the less said of this botchwork the better ; 
and charity indicates that a veil should be drawn 
over the lamentable outcome. Nevertheless, a lesson 
can be drawn from the past government’s ill-consid- 
ered action. The lesson is that direct intervention 
of government into disputes between labor and man- 
agement, except in a time of actual national crisis, 


is a mistake and is bound to be costly to all interests 
involved. 

Labor-management problems should be solved only 
through collective bargaining now established as a 
permanent fixture of our economic life, with federal 
mediation a supplementary aid if needed. To depart 
from this basic formula, as ex-president Truman 
did, is not only to invite costly strikes but to impair 
the government’s power to draw on industry for the 
taxes which it needs to provide for its program. 


NEW RECORDS FOR DIVIDENDS ... Last year’s divi- 
dend payments on stocks listed on the New York 
Stock Exchange rose to about $5.6 billion, or 1.8% 
above the preceding year and almost 10% higher 
than in 1950. Examining these figures a little more 
closely, it is evident that the momentum of increased 
dividends, established in 1950, slowed down appre- 
ciably. This was due to the fact that for the first nine 
months of the year there was a decided slackening 
in the pace of increased dividends. However, in the 
final quarter of the year the upward trend was re- 
sumed once more, with the effect of bringing total 
year’s payments above 1951. 

For the first few weeks of this year, increases in 
individual dividend rates have been frequent. On 
this basis, another rise in total payments may be 
expected for the first half of 1953. 

As many times pointed out in these columns, ag- 
gregate dividends paid on the stocks of the more than 
one thousand companies listed on the New York 
Stock Exchange do not accurately reflect the actual 
conditions. Accordingly, we find that companies 
which increased dividends in 1952 were almost 
matched in number by those which reduced them. 
Actually, 261 companies reduced payments, with in- 
creases by 271 companies. Stockholders in companies 
which have reduced dividends naturally have no 
cause for elation in the fact that total dividends made 
a new record in 1952. 

The same objections which apply to acceptance of 
figures on the total payments of dividends in a given 
year as indicating a general trend and, therefore, 
valuable as a guide to investment values cover the 
acceptance of total dividend figures for individual 
groups. Such figures can be quite misleading. For 
example, 72 companies in the automotive group are 
listed on the New York Stock Exchange. Of these, 65 
paid dividends in varying amounts but whereas 13 
companies increased dividends, there were reductions 
by 23 companies. This great contrast, however, is not 
disclosed by the over-all 1952 dividend record for this 
industry. This figure showed a comparatively nom- 
inal decline in total dividends of only 3.3%, so that, 
on surface, one might arrive at the conclusion that 
the industry remained in balance during the year so 
far as dividend payments were concerned. Yet, as 
we have seen there were almost twice as many re- 
ductions as increases. 

A valid conclusion to be drawn is that while gen- 
eral figures on such important investment factors 
as dividends and earnings are useful as giving back- 
ground data on group conditions, and, therefore, 
should not be disregarded, the only test that can per- 
form a practical service for the investor is the actual 
situation as applying to the company or companies 
in which he is or may become interested. 
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divi- WHAT DO THE RUSSIAN PURGES MEAN? 
York 
8% 
gher y™ Kremlin is unleashing a new set of horrors of petroleum for delivery to Russia. Executions and 
hore by means of a dreary, unending series of purges ex- prison sentences have been meted out to formerly 
ased tending throughout the entire vast domain of the powerful commissars in Besserabia and the Ukraine 
pre- Soviet empire. Hangings of former high Czechoslo- for their failure to increase production; and the 
nine vakian officials have been followed in rapid succes- heavy hand of the Kremlin has reached out even to 
ning sion by “trials” in Hungary, Romania and Mother the far reaches of the Siberian tundras for numer- 
| the Russia itself. The hangman’s noose, the bullet and ous other victims accused of malfeasance and in- 
, life-long sen- competence. 
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y re- hoped-for deterioration of the Soviet state? Does it the Arabs, populous in a strategic region long coveted 
i Stalin’s basic feeling of insecurity for him- by the dictator. Here, indeed, is a menace of grave 
-gen- | self personally as well as his regime? proportions. Yet it is difficult to see how the Arabs 
ictors None of us can claim to know the answers to with their age-old fidelity to their dynamic religion 
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ofore, signs of weakness visible. There are many. It is not he th «nine weed & y & 
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anies | the communist regime in that country to maintain Kremlin, nevertheless it is indicated that the Soviet 
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1958 point, have been hailed before the bar of “justice” strengthen itself in the event of global war. Nor 
In Roumania for failing to fulfill Roumanian quotas should the possibility (Please turn to page 616) 
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Wisest Investment Policy Now 


Reaction in stock prices was the general rule over the last fortnight. The industrial and 
rail lists broke the January lows, without inducing any significant increase in pressure. 
There was a small rally toward the end of last week. The psychological mood has shifted 
considerably toward the cautious side. Near-term potentials either way may be restricted. 
How to develop a sound market policy under present conditions. 


By A. T. MILLER 


K?! ollowing a rally which petered out with the 
Dow industrial average a little over 3 points short 
of its January 5 bull-market high, and the rail 
average within a fraction of its comparable prior 
high, the general direction of stock prices was down- 
ward over the past fortnight. Both averages pene- 
trated their early-January reaction lows; and thus 
extended the general phase of retreat begun from 
the January 5 highs. 

The “break-through” did not induce any signi- 
ficant increase in selling. On the contrary, trading 
volume tended to shrink as the recent lows were 
approached. On still more restricted volume, there 
was a small improvement in prices toward the end 





MEASURING MARKET SUPPORT 
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of last week. This performance is nothing new in 
a market which long has been, and which remains, 
largely investment dominated. That is, it has been 
repeatedly demonstrated that penetrations of prior 
support or supply levels, regardless of their theoreti- 
cal technical significance, cannot be relied on to 
signal much of a continuing advance or decline. 
Shifts in the general psychological mood are pretty 
much the whole story. These have remained moder- 
ate in the absence of any visible basis for major 
alteration of hopes or apprehensions regarding busi- 
ness activity and the course of corporate earnings 
and dividends. 


Reasons for Caution 


At the lowest recent closing levels, 
both the industrial and rail lists retained 
about 60% of the ground gained on the 
rise sparked by the Eisenhower election 
victory. The utility average, which had 
long remained in a much narrower 
range and which made its latest bull- 
market high as late as February 9, has 
retained the great bulk of its post-elec- 
tion rise, so far receding less than one 
point from its best 1953 level. In gen- 
eral, although a fair number of indivi- 
dual stocks have been able to push on 
to new highs even while the market was 
receding, enthusiasm on the buying side 
has, of course, been considerably wat- 
ered down. What are the reasons for 
this shift to a more cautious mood? 

Probably there are several. We pointed 
out some time ago, while the “Eisen- 
hower advance” was proceeding with- 
out much check, that the blanket vote 
of confidence in the Administration, 
although basically justified, would in 
due time be replaced by a more ques- 
tioning mood on ‘detailed shaping of 
policies. We warned that many of the 
problems facing the Administration 
were not subject to quick, easy or pain- 
less solutions; and, hence, that the ton- 
ing down of the initial “Eisenhower 
enthusiasm” could be expected to be ac- 
companied by recurrent periods of at 
least normal market reaction. That is 
what has now happened. 

The present more cautious invest- 
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ment-speculative psychol- 
ogy probably was brought 
to a head by the Presi- | ,,, 
dent’s State-of-the-Union 
message, although it con- 
tained nothing which 
should have surprised any 
reasonably well-informed 
investor. It should have 
been anticipated that the | !%> 
President would put pri- 

mary emphasis on cutting 300 
spending as the prerequi- 
site for tax relief. The fact iain 
that he, and leading Sen- 
ate Republicans, are doing 
so has nevertheless re- ono I 
duced optimism about 120 
1953 tax cuts. Actually, 
the situation is fluid; and, 
in view of tax-relief sen- 110 
timent in the House, some 
compromise on June 30 
expiration of EPT, and a _ 
possible small income-tax 

cut along with it, may yet le 
be worked out. 

The more positive Far- 
East policy, and the 
tougher attitude as re- 
gards the cooperative ef- 
fort demanded on the part 
of our European allies, are 
applauded in principle; 
yet, as regards detailed 
application, they focus at- 
tention on the uncertain- 
ties and possible contin- 
gencies involved. 

Business activity is holding on a generally even 
keel at a record postwar level. How long that might 
continue to be so is neither more nor less uncertain 
than it has been heretofore. The frequently heralded 
post-defense adjustment is still “around the corner”. 
No one can say with any degree of assurance whether 
it will begin to develop later this year, or in 1954 
or, perhaps, even later. The market consensus on 
the timing of this adjustment has been blowing 
alternately hot and cold ever since the end of World 
War II. It may be that investors have now begun 
to take the questioning side again about economic 
prospects beyond the second half. That could be 
part of the story of the recent less confident behavior 
of the market; or the latter could itself have made 
Investors more doubtful about business potentials 
“around the corner”. A market reaction always 
raises a variety of questions about possible causes 
and effects. 

_ In the selective performance so far there is noth- 
ing indicative of a serious general decline in stock 
prices. There is no great speculative pyramid to be 
liquidated. By and large, stocks have remained in 
“a range of reason” relative to earnings and divi- 
dends. Extremes either way have long been absent. 
It is readily conceivable, although it cannot be fore- 
cast, that new highs in the industrial and rail aver- 
ages are still ahead, perhaps attainable on a seasonal 
summer rise, if not somewhat earlier. On the other 
hand, it is equally conceivable that the downswing 
begun from the January highs will go appreciably 
further before the market can make any kind of an 
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about-face other than technical rallies. 


The Wisest Policy Now 


Whatever the market does over the near or 
medium term—and it may well be less than dynamic 
either way—the following considerations are basic: 
The postwar boom, revitalized by the defense pro- 
gram resulting from the happenstance of the Korean 
war, is definitely old. The end is not in sight, but 
each passing quarter-year brings it inevitably nearer 
by that much. The industrial boom could get another 
shot in the arm from war developments, but that 
would scare, rather than stimulate the market. 
Progress in cutting Federal spending and success 
for the effort to force an end of the Korean war— 
leading to stronger hopes for world peace—would 
hasten deflationary adjustment. Private credit ex- 
pansion has reached a high level. In the sensitive 
commodity markets storm signals have been flying 
for some time. Depending on EPT relief after June 
30, total corporate earnings in 1953 might equal 
or slightly better those of 1952; but the peak was 
seen in 1950. The next major change is bound to be 
downward. The same is so of total dividend pay- 
ments, even though they may slightly exceed last 
year’s level this year. The sellers’ markets have 
been put behind. Throughout civilian business, con- 
ditions are now increasingly competitive; and they 
promise to become more so, at expense to profit 
margins, as time passes. 

Confidence in Eisenhower policies cannot have its 
maximum ultimate (Please turn to page 616) 
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The New Administration’s Policies 





—A Point-by-Point Appraisal 


By THOMAS L. GODEY 


P resident Eisenhower has made it abundantly 
clear that he has turned off what for years seemed 
to be the road ahead to a system of government and 
economics closely akin to socialism. Moreover, he 
has abruptly challenged a foreign policy which not 
a few Americans were beginning to fear would lead 
the United States deeper and deeper into the type of 
alien commitments which all tradition has taught 
the nation to avoid. 

During the Presidential campaign there were 
many who expressed the belief that the Republican 
candidate would be modelling clay in the hands of 
interests placing foreign, especially European, coun- 
tries ahead of our own. They also feared that it 
would be difficult to find any substantial difference 
between his policies as to domestic affairs and those 
of the retiring Administration. 

The new Chief Executive had been in office only 
a fortnight when he set all these misgivings at rest 
and gave a direction to his Administration which, 
if pursued, will present the most marked contrast 
in the conduct of the nation that has been experi- 
enced in nearly a generation. 

To be sure, a President, new or old, is wellnigh 
helpless in implementing his policies, especially at 
home, unless he has the support of the Congress. 
Although the Republican majority, particularly in 
the House, is less than had been hoped for, the 
reception accorded President Eisenhower’s first mes- 
sage on the State of the Union strongly suggests 
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that most of his recommendations eventually will 
be carried out. However, veteran legislators, hear- 
ing the long list of the President’s proposals, could 
not forbear the observation that he had, in one mes- 
sage, assigned the Congress a full session’s work. 
Whether as the result of political adroitness or be- 
cause of the nature of the recommendations, it seems 
certain that the President has asked for legislaiton 
which many Southern Democrats can support. 
Neither the business community nor the nation 
at large should expect instant action on the legis- 
lative proposals. No major bill is enacted without 
hearings and, often, protracted hearings. It may 
be remembered that there were letters to editors 
and a few public addresses upbraiding Mr. Eisen- 
hower for not bringing about reforms even before 
his inauguration. These same writers and speakers 
doubtless will express disappointment if the Presi- 
dent’s program is not enacted into law by Easter. 
But that is not the way the system works; the mills 
of Congress grind slowly. A lack of instant action 
does not at all mean rejection of the program; 
merely the desirable studious attention it merits. 


Startling Foreign Developments 
Action can come more quickly on foreign than on 
domestic affairs; indeed results of the new policies 
already have been witnessed. Because under any 
analysis, sooner or later foreign policy must affect 
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the domestic life of the nation, attention should be 
directed to the almost startling developments which 
already have taken place overseas. Three major 
changes in policy have been made manifest, all hav- 
ing a close kinship and all of the utmost importance 
to the new national pathway. 

John Foster Dulles, the Secretary of State, has 
appeared at European capitals almost in the role 
of a ferule-armed schoolmaster descending upon 
recalcitrant pupils. He has insisted that signatories 
to Western European defense measures must live 
up to their commitments. On what must be regarded 
as the war front (abandoning the fiction that there 
is no war in the Orient) the United States fleet 
which has patrolled the seas between Formosa and 
the mainland of Communist China, has been ordered 
to cease that duty. Theoretically, at least, this could 
mean that Chiang Kai-shek now has leave to attack 
the Chinese Communists but one cannot escape the 
observation that it opens the way for those same 
Communists to attack Formosa. Actually, as matters 
stand neither force is believed to be equipped to 
cross even the narrow seas between in sufficient 
strength to prove decisive at any early date. 

But European nations, especially Britain, already 
have voiced the apprehension that the effect of the 
United States naval patrol’s withdrawal may pre- 
cipitate actions which could lead to general war. 
Mr. Secretary Dulles, of course, is busy with this 
concern. Nor can one forget that not long ago 
Premier Stalin, in one of his rare public statements, 
predicted that the next major conflict in the world 
would come not between the forces of Communism 
and the capitalist free nations but between capitalist 
nations, either through rivalry or difference in 
policies. ; 


Future of Foreign Aid A Vital Matter 


The third item 
in relation to for- 
eign affairs is the 
announcement of 
Harold Stassen, 
the new Director 
of the Mutual Se- 
curity Adminis- 
tration, that there 
is to be a sharp 
paring away of 
surplus assistance 
to foreign coun- 
tries and a 
straighter exam- 
ination of how 
funds are dis- 
posed of. And, in 
this connection, 
on the legislative 
side, Chairman 
Taber of the 
House Committee 
on Appropria- 
tions has asserted 
with great posi- 
tiveness that he 
regards Mutual 
Security as being 
well taken care of 
for years ahead 
which, seemingly, 
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is a warning that no new funds may be expected. 

So it cannot be obscured that, overnight, the for- 
eign policy of the United States has undergone the 
most drastic changes in every category — diplomatic, 
military and economic. The Executive Branch of the 
Government can act with speed; no such celerity is 
to be expected in the domestic field. 

Save for the military operations in Korea, Ameri- 
can attention in recent years has been more centered 
on Europe than other segments of the Globe. Per- 
haps this may have been due to the pre-occupation 
of Messrs. Truman and Acheson with the intricate 
diplomatic complications presented there and, to be 
sure, with international conferences usually being 
held at Paris, London or some other European capi- 
tal it was not surprising that so much public atten- 
tion should be centered there. 

And although the President did not so particularly 
stress the matter, the remarks of Secretary of State 
Dulles lead irresistibly to the conclusion that in- 
creasing attention will be given to Asiatic affairs 
other than military. The release of India from com- 
plete economic domination by Great Britain and the 
mounting importance of. the raw materials not only 
of India but of other Asiatic countries to the United 
States combine to dictate a greater measure of con- 
cern with that part of the world. Nor will the Middle 
East be neglected. Indeed, a firm belief is held by 
some of the better informed observers at Washing- 
ton that the United States has seriously erred in 
paying too little attention to the Arab world, thereby 
sacrificing advantages of the utmost importance 
from every viewpoint. 

It can be confidently predicted that new efforts 
will be made to break down some commercial preju- 
dices which have arisen against the United States 
in the nations of Central and South America. It is 
true that, recently, the World Bank has shown an 
increasing interest in the Latin American countries 
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but much remains to be done to woo away from 
other connections good will which even the widely 
heralded Good Neighbor policy of the last Adminis- 
tration failed fully to develop. 

There seems no doubt that the European nations, 
especially Great Britain, are dismayed at the sudden 
alteration in American foreign policy, not only be- 
cause a threat of spreading war is involved but 
because of the repudiation of secret diplomatic 
agreements. It is conceivable that the American 
people are not yet aware of all the agreements which 
will be affected. Perhaps President Eisenhower feels 
that withdrawal of blind support to some European 
doctrines, as given by the last Administration, could 
generate menaces to the United States and for that 
reason is desirous of keeping the Nation strong to 
meet any emergency. 


What About Taxes? 


Assuredly, he will not seek to bring about an early 
reduction in taxes. While he will follow the lines of 
the Republican Party promises, the business com- 
munity would be wrong to expect that there will be 
any sudden and substantial relief. Such imposts as 
the excess profits tax and the most lately added in- 
come tax burdens may be permitted to expire in 
accordance with the letter of the statutes but it 
would be folly to expect any quick bonanza. 

However, one decidedly quick executive action has 
been taken by the Executive Branch in the move of 
Dirctor of the Budget Joseph Dodge to freeze Fed- 
eral Government jobs and wages as a means of 
preventing any creeping additions to the cost of ad- 
ministration. Throughout the Roosevelt and Truman 
Administration, pay increases were continuous and 
progressive and scarcely a week passed without the 
addition of a thousand or more Federal employees. 
The new order halts that. 

Thus, in the most practical manner, the new Ad- 
ministration has proceeded to follow a policy of 
budget balancing in advance of any tax reduction 
and it is to be expected that this policy will continue. 
The President and his advisers believe that with 
income maintained and every economy observed, 
there will be a steady augmentation of fiscal strength. 

Eminent as he is in other fields, Mr. Eisenhower 
never laid claim to any fiscal wizardry so it must be 
taken for granted that Secretary of the Treasury 
Humphrey is responsible for the urgent recommen- 
dation to Congress and the apparent determination 
to follow a new course in the handling of the Public 
Debt. What legislation will be required will develop 
in due course but it has been made clear that the 
tremendous burden of short term indebtedness must 
be supplanted by longer maturities. And such a 
course, it is believed, will do much toward arresting 
inflation; indeed, can accomplish more than elabo- 
rately conceived but, nevertheless, experimental leg- 
islation which, in the opinion of many observers, 
could do no more than offer dubious economic 
nostrums. 

How long Congress will stand behind the new 
President must remain, for awhile, a matter for 
conjecture. The Senate appeared at first to be some- 
what unfriendly in the matter of nominations but 
much of that appearance was traceable to Senator 
Morse, the Oregon Liberal, and to Senators who 
were not so much opposing the President as seeking 
to protect him and his Cabinet from future attack. 
However, when Senator Capehart of Indiana, the 
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Chairman of the Committee on Banking and Cur- 
rency, moved against the current in introducing a 
measure to provide for transition controls despite 
Mr. Eisenhower’s decision to end controls save in 
the matter of the more critical materials for military 
and industrial use, such leaders as Senator Taft, 
Chairman Wolcott of the House Banking and Cur- 
rency Committee and the Speaker of the House ex- 
pressed the strongest opposition to his scheme. 


Price Controls Ended 


On Feb. 7 President Eisenhower announced the 
ending of all wage controls and the end of price 
controls on about one-third of all items, with the rest 
presumably to be de-controled (except for scarce 
defense materiel) before April 30, when controls 
would automatically lapse. The President based his 
act on his estimate that goods were in a compara- 
tively safe relationship insofar as supply and de- 
mand is concerned. However, he warned that in any 
crisis—which might bring about a renewed threat of 
inflation—he would act swiftly to re-impose controls. 
In the meantime, for the first time in two years, 
business has a chance to operate in a comparatively 
free market. A country-wide survey indicated that 
businessmen would not hasten as a result of de 
control to raise prices on. the well-founded belief 
that inventories for the most part were ample and 
that undue hiking of prices would be defeated by 
the consumer. 


Labor's Attitude 


Especially striking was the action of the House 
in voting 389 to 5 for a measure to continue in the 
hands of the President full control over reorganiza- 
tion in the Executive Departments. This looks as 
though Republicans and Democrats alike are more 
than friendly. It would be idle, however, to think this 
solidarity can last indefinitely. 

In his message President Eisenhower laid par- 
ticular stress on the necessity for productive strength 
in the country if national supremacy is to be main- 
tained and, obviously, this can not be accomplished 
without some measure of peace between labor and 
management. Governor Stevenson was organized 
labor’s avowed candidate, although individuals in 
the ranks seem to have voted for Eisenhower in 
astonishing numbers and organized labor today does 
not feel any too friendly to the new President. And 
Senator Taft remains a symbol of all that is dis- 
tasteful to labor bosses in the matter of legislation. 
All this may be highlighted more clearly now that 
wage controls are ended. 

These circumstances point to a continuing guer- 
rilla warfare between management and labor and 
all that can be hoped for is a minimum of halts in 
essential production. The attitude of labor has no- 
where been more succinctly expressed than in the 
edition of the United Mine Workers Journal which 
appeared just after the inauguration. Possibly in the 
words of John L. Lewis, the Journal observes: 

“Attacks in the imminent future on labor’s fun- 
damental right to bargain collectively on an indus- 
try-wide or union-wide basis, on the basic structure 
of the federal social security program, on cherished 
freedoms of workers to choose their own jobs with- 
out governmental restrains and on the long-estab- 
lished principle of ability to pay as the base of 
taxation are visible on (Please turn to page 601) 
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What Leeway in...... 
Installment Credit? 


By JOHN C. CRESSWILL 


S} he enormous growth in private debt and 
installment credits since the end of World War II 
and, especially, the recent phenomenal increase in 
installment credits is a matter of vital concern to 
businessmen generally. As yet they have not been 
able to determine whether this trend is getting out 
of hand or whether it represents just another high 
point in our ever-rising economy. But no subject can 
be more important to business people dealing di- 
rectly with consumers because, if they miscalculate, 
they can easily find themselves in serious difficulties. 

There is good reason to survey the situation at 
the moment. Private debt is over $300 billion. In 
1945, it was $141 billion; in prewar 1940, just $130 
billion. At present, private debts surpass the mam- 
moth Federal debt, state debts and local debts 
combined. 

But most significant, at the end of last year, the 
latest figures available, total consumer credit, which 
includes charge accounts, installment loans and other 
forms of debt, totalled almost $24 billion. Installment 
credit alone amounted to $16.5 billion. In one year, 
installment credit rose over 15 per cent. 

What do these figures portend? Can private debts 
continue to soar with no damaging effect on the 
economy? Should businessmen be complacent so long 
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to climb? Or, and most harrow- 


ing thought of all, have con- 
sumers “used up” their purchas- 
ing power for several years to 
come and will there be a sharp 
decline in the purchases of con- 
sumer durables such as freezers, 
radios, television sets and the 
like? 

Conversations with manufac- 
turers, distributors, dealers and 
bankers give just a part answer. 
Businessmen generally have 
mixed views, with most not sure 
there is any reason for alarm; 
they seem to feel—without giving any specific reason 
why—that installment credits and private debts can 
continue for some time without undue adverse ef- 
fects. Some few are worried. This reaction is most 
prevalent in the fabricators who supply appliance 
and other consumer durables manufacturers. Their 
anxiety stems from the increasing difficulty they 
have experienced in the past few weeks in selling 
their goods. 


Time for Caution 


The banking fraternity possibly offers the best 
clue as to the course that should be followed in the 
coming months. Bankers questioned as to their re- 
action to present peaks of private debts rarely held 
to an extreme view of optimism or pessimism. 

There was, however, one opinion more prevalent 
than any other. It was: caution. 

Most bankers refused to express alarm at the 
rapid growth and present heights of installment 
credits and private debts. There were. occasional 
exceptions, of course. But most bankers felt instead 
now was a time of examination. Credit had to be 
investigated more thoroughly before it was granted. 
They felt businessmen should be more rigorous in 
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their study of applicants. And the bankers them- 
selves noted they would be keeping a careful check 
on the amount of credit being issued to particular 
businessmen and for particular goods. 

This note of caution is being echoed by Federal 
economists. Possibly in the not distant future, the 
Administration may ask Congress for the power to 
re-instate Regulation W. Federal economists seem 
to agree with bankers that there is no need for alarm 
in the spiral of private debts and installments cred- 
its, but that the time has definitely come for caution 
before granting additional credits and study of the 
purpose for which it is going to be used and the 
item purchased with it. 

These facts have been presented in as bald a 
fashion as possible. To repeat, businessmen them- 
selves show no over-concern about the situation; 
bankers have reached the point of thinking the mat- 
ter should be treated cautiously. If we are to follow 
their advice, carefulness is the path to take. 

Yet, closer inspection of the entire situation em- 
phasizes that this reaction of caution, the absence 
of violent opinion towards one extreme or the other, 
is in itself a surprising result. 

That no one can state definitely—whether banker 
or businessman—that the present high state of pri- 
vate debts is dangerous, is not surprising. The 
reason is simple; no one knows. This is a new rec- 
ord. It follows the other facets of the economy. 
Because of the constant heights being reached by 
various sectors of the economy, no one is sure just 
what the limits on consumer borrowing are. It could 
be that borrowing still has boundless limits. Just as 
logically, consumers may have reached their limit 
on loans. 

But there is still room for pessimism or optimism 
on this score. Let us review some of the salient 
points: 

From April 1 to October 1, installment credits 
rose $2 billion, or approximately 16 per cent. 

This came at a time when expert opinion almost 
unanimously predicted that the inflationary trend 
was at an end, that it is to be replaced in coming 
months by a certain amount of deflation. 

In other words, the economy—these experts agree 
—faces a period of “tighter” money, a period when 
consumers will find it more difficult to pay their 
obligations perhaps, certainly a period when they 
will not be able to take on new burdens, which 
means a falling off in the purchases of automobiles, 
television sets, furniture, the other items which have 
caused installment credits to climb. 


Who Uses Installment Credits? 


Keeping these same factors in mind, most economic 
seers are agreed that jobs will not be as easy to find. 
There will not be a corresponding climb in the em- 
ployment rate to compare to the past few years. 
This too, would indicate difficulties for those depend- 
ing on a continuation of installment credits for a 
continuation in the present level of business. 

An additional point: It is often mentioned that 
the present capacity of installment credit is of no 
concern because the country as a whole has also hit 
new levels of saving—they are greater too than 
ever before. 

Yet a close examination of savings statistics 
shows that savings are held by those of high in- 
comes. In other words, the consumers in the best 
position to continue their payments because of salary 


$72 


or financial backlog are identical. 

There is a further distressing corollary: the great 
amount of installment credit is held by those most 
susceptible to any fluctuation in the general economy 
—those with the least savings or financial backlog. 
This would indicate that a slight downturn in the 
economic cycle would lead to a sudden spurt in non- 
payment of installments, returns to retailers. This 
would seem to be the expectation whether the down- 
turn were joblessness, or wage reduction or even a 
deflationary period. 

There have already taken place several situations 
which economists predicted would be part of or 
symptomatic of a declining business cycle later on. 

Commodity prices, for example have been all but 
unanimous in their downturn. Prices of grains began 
slipping early in the year and have shown no posi- 
tive signs of an immediate recovery. 

Meats are at the lowest prices in several years. 

Department store sales are showing below sea- 
sonal drops. 

All these are indicative of hesitant buying. 

The Federal Reserve Board, which was among the 
first to note dangers in the high level of private 
debts and installment credits, assisted in slowing 
buying—if only installment buying—by raising the 
rediscount rate in January from one and three quar- 
ters to two per cent. 

Those facts would further indicate need for cau- 
tion. They would seem to assure a period of sales 
resistance because consumers had no reserve to put 
behind installment buying of many goods. 

But economic optimists contend they form only 
part of the picture—and a misleading part at that. 
They, in turn, contend there is absolutely no reason 
for worry in the private debts and installment 
creits statistics. They argue that the figures by them- 
selves are misleading. 

They point out that to keep pace with the expand- 
ing economy, private debts and installments were of 
necessity certain to reach new peaks. 

Employment, they argue, increased almost one 
million in approximately one year’s time. 

Pay checks expanded about 13 per cent in the 
like period. 

As a clinching argument, the optimists argue that 
the percentage of personal income devoted to in- 
stallment buying today is lower than in prewar 1940. 
They contend the rising amount of installment buy- 
fo re barely kept up with the climb in wages and 
inflation. 


The Rate of Increase 


To summarize, the economic optimists feel there 
is no reason whatsoever for alarm in the present 
high level of private debts and installment credits; 
that, in fact, they are not at a high level actually, 
but only seem so because of figures which in them- 
selves no longer have the same meaning they did a 
decade ago. 

But whatever the value of the figures, they un- 
deniably have grown. And expanded enormously. A 
quick glance at the various items involved is certain 
proof. : 

Let us examine the general categories first. 

In 1940, as we have stated earlier, total consumer 
credit was $8,163,000,000. In November last year, it 
had climbed to $22,798,000,000. 

Installment credit climbed from $5,417,000,000 in 
1940 to $15,883,000,000 at the end of November. 
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Noninstallment credit had an almost identical 
percentage increase, rising from $2,746,000,000 
in 1940 to almost treble that amount, or 
$6,915,000,000 last November. 

Not all installment credit categories rose at 
the same rate of climb. 


Distribution of Consumer Credit 


Automobile credit, for example, in 1940 
totaled $1,729,000,000. Last November it was 
$5,034,000,000. 

Installment credit in department stores in 
the similar period went from $439,000,000 to 
$1,332,000,000. 

Furniture stores showed a slower leap, being 
$599,000,000 in 1940, and less than twice that 
figure, or $1,069,000,000 in November last year. 

Household appliance stores were just a shade 
sharper, climbing from $302,000,000 in 1940 to 
slightly over double that figure in November 
for a total of $671,000,000. 

Sharp hikes are to be noted, too, in nonin- 
stallment credits. Single payment loans, for ex- 
ample, amounted to $536,000,000 in 1940, but 
by last November they almost triple that figure 
at $1,513,000,000. 

Charge accounts followed a similar pattern. 
They were $1,650,000,000 in 1940, but in No- 
vember last year they were $4,246,000,000. 

Service credit was not quite so rapid. It 
totaled $560,000,000 in 1940, but was $1,156,- 
000 last November. 

Consumer installment loans followed the pat- 
tern of other installment credit, for the most 
part. The amount outstanding in commercial banks 
in 1940, for instance, was $692,000,000. It was 
$3,044,000,000 last November. 

Small loan companies reported $498,000,000 out- 
standing in 1940 against $1,384,000,000 last No- 
vember. 

Industrial banks: $104,000,000 in 1940, $361,000,- 
000 in November last year. 

Credit unions reported a total outstanding of 
$682,000,000 against $174,000,000 in 1940. 
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FOURTH QUARTER INCLUDES ESTIMATES FOR DECEMBER 





The pattern is obvious. And, from what has been 
reported from a variety of sources of about equal 
validity, it is also obvious that there is no certainty 
of just what the figures portend. Or, correspondingly, 
for what particular segments of the economy they 
augur ill or well. 

But it would seem wise to follow the opinion of 
one body of economic observers. All arguments, 
whether optimistic or pessimistic, would seem to 
convince the wise to be cautious. 






































Growth in Consumer Credit in 1952 
(Millions of dollars) 
2 1952 | 
Jan. Feb. March April May June July Aug. Sept. Oct. Nov. 
Total consumer credit ... vcsvee. 20,126 19,717 19,565 19,788 20,293 20,961 21,213 21,433 21,657 22,288 22,798 
Instalment credit, total . 13,314 13,185 13,156 13,319 13,806 14,409 14,745 14,939 15,193 15,572 15,883 
Sale credit, total 7,322 7,158 7,047 7,099 7,421 7,820 8.039 8.149 8.339 8,653 8,910 
Automobile dealers 3,962 3,927 3,891 3,946 4,171 4,446 4,597 4,634 4,708 4,882 5,034 
Department stores & mail-order 1,129 1,082 1,060 1,064 1,101 1,132 1,142 1,166 1,217 1,278 1,332 
FUrSIHURG SIQUOS....2<5.56:cc8000-00000 933 909 893 894 924 954 974 995 1,013 1,045 1,069 
H hold-appliance stores 592 567 548 541 551 588 612 625 648 666 671 
All other retail stores ........... ? 706 673 655 654 674 700 714 729 753 782 804 
ee 5,992 6,027 6,109 6,220 6,385 6,589 6,706 6,790 6,854 6,919 6,973 
Commercial banks ................. 2,521 2,542 2,593 2,642 2,726 2,838 2,892 2,931 2,971 3,011 3,044 
Credit UNIONS: ........50:.5.06000085-5- : 541 545 553 568 589 614 631 647 662 677 682 
Industrial banks ...... eee 300 301 303 307 319 330 341 346 352 359 361 
Industrial-loan companies ...... ’ 230 232 235 239 246 254 259 263 264 266 268 
Insured repair & modernization 951 956 963 983 1,004 1,024 1,032 1,039 1,044 1,044 1,047 
Small-loan companies .............. 1,273 1,275 1,285 1,302 1,320 1,346 1,366 1,377 1,375 1,376 1,384 
Miscellaneous lenders. .............. 176 176 177 179 181 183 185 187 186 186 187 
Charge cccount .........5...:c0.cseccesseeese 4,253 3,967 3,855 3,913 3,921 3,980 3,891 3,902 3,848 4,075 4,246 
Single-payment loans ............. Bs 1,448 1,443 1,437 1,431 1,435 1,443 1,456 1,469 1,488 1,513 
Meu RRNCN GRINNED 559508 occ de scx cdvacecs 1,047 1,111 1,119 1,135 1,137 1,134 1,136 1,147 1,153 1,156 
instalment loans by principal 
lending institutions: 
Commercial banks .......................66 393 373 429 429 479 497 473 418 423 449 388 
MG CMENNE NNN ooo ccs cts sesaateccdecicesdeosaes 85 91 95 103 116 122 113 105 105 113 97 
Industrial banks ......................00:06 46 46 52 50 52 56 53 50 51 55 47 | 
Industrial-loan companies ae 38 37 ay 39 44 44 42 ay 39 45 40 
Small-loan companies ...................... 184 181 216 211 236 248 238 211 196 209 214 
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—On and Off the Stock Exchange 


By L. A. LUKENS 


Ss] he recent decisions of Charles Wilson, Roger 
Kyes, Robert Stevens and Harold Talbott, presi- 
dential appointees, to sell their stock holdings in 
the face of Congressional pressure has caused con- 
siderable comment in financial circles. 

In spite of a generally unfavorable reaction to the 
letter of the law requiring White House appointees 
to get rid of their holdings in private companies, the 
fact that some large blocks of stock were to be sold 
made brokers prick up their ears. 

In the case of Mr. Wilson, retired president of 
General Motors who owned about 41,000 shares of 
the company’s stock, it was felt that a secondary 
offering might appear shortly after announcement 
that he had agreed to sell. Because of the publicity 
attached to a secondary offering of a listed security, 
observers believed that Mr. Wilson would choose this 
method of disposing of his stock so that it would 
constitute public announcement that he had ful- 
filled his pledge. However, no such secondary has 
taken place. 

It is entirely possible that the stock has already 
been sold, in a private transaction with a group of 
big institutional purchasers of securities. It is known 
that some of the largest open-end investment com- 
panies have been buying General Motors stock in 
recent weeks. Record of such a transaction would not 
ordinarily be made public. However, in the case of a 
secondary, some word might have seeped out since a 
number of steps would have to be taken prior to 
offering the stock. These are the steps: 
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The stockholder involved would 
contact his broker. If the stock was 
listed on an Exchange, and had an 
active market like General Motors, it 
would have to be determined whether 
or not the block was large enough to 
warrant a secondary. 

Mr. Wilson’s 41,000 shares would 
probably qualify. However, the New 
York Stock Exchange would have to 
rule on this question if the broker in- 
volved was a member. 

Because there is a strong demand 
for General Motors stock, a single 
brokerage firm could ordinarily han- 
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SAF dle the whole offering by itself. In the 
LF case of an inactive stock, however, the 


broker might feel he needed some help 
in selling the block, and form a 
syndicate. He would probably turn 
to a number of houses which specialize 
in public offerings, including secon- 
daries, and invite them to join in the 
selling group. 


The Commission Charged 


IG S As an inducement, the firms joining 
—GFIAB-GE the group would receive a large per- 
BGG centage of the special commission (or 
: spread) which the seller of the stock 
and his broker had agreed upon. 
Organizing a selling group and mak- 
ing a secondary offering is some- 
times an expensive affair. Thus the 
seller must pay the additional com- 
mission, which might range from 75 
cents to $1.50 a share. The ordinary 
commission for selling the stock on 
the floor of the exchange, without a 
secondary offering, might average about 30 cents. 
Firms joining the selling group generally get about 
75% of the commission, the other 25% being re- 
tained by the broker who originated the transaction 
as a management fee. 

A selling price for the block is set, usually based 
on the closing price of the stock on a given day. The 
broker announces that on that day, a secondary 
offering of X number of shares of Y stock will be 
made after the close of the market. If the market in 
the stock doesn’t appear too firm, the selling group 
may ask for permission to “stabilize.” In other 
words, they want to support the price of the stock 
so that it will close at the price agreed upon with the 
original seller. The Stock Exchange grants permis- 
sion to stabilize. 


The Question of Control 


There are a few aspects of large offerings of stock 
which the Securities & Exchange Commission have 
jurisdiction over. First, the total dollar value of the 
offering cannot exceed $100,000 in the case of an 
individual, and $300,000 in the case of a corporation, 
where the stock being offered represents control of 
the company. The S.E.C. is often asked to hand down 
a preliminary decision as to whether the stock repre- 
sents control or not. 

In the case of Mr. Wilson’s 41,000 shares, control 
would not appear to be a problem. He has retired 
from the company, and 41,000 shares represents less 
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than 1% of the total outstanding stock of General 
Motors. 

However, an interesting case came up last year 
when financier John Fox sold a large portion of his 
holdings of Western Union stock through a secon- 
dary distribution. Mr. Fox had representation on 
the board of directors of the company, and he owned 
slightly more than 10% of the outstanding stock. 
However, it was ruled that he did not in fact control 
Western Union (despite a great deal of talk along 
these lines in financial circles). A total of 100,000 
shares was offered and sold. It is understood that 
Mr. Fox would have liked to have sold more stock 
at the time, but limited his offering because of 
market conditions. 

If control of a company is involved, the seller must 
go through a full registration of his stock with the 
S.E.C. before he can proceed with an offering. This 
is extremely costly, the price ranging from around 
$10,000 to $50,000 for printing, legal fees, etc. A 
secondary offering is generally preferable, even 
though the seller pays an added commission. 

Even more preferable would be private placement 
of the stock. Organizing a secondary offering is far 
more trouble than finding a few institutional buyers 
who would take up most of the stock. However, the 
laws of supply and demand often make it necessary 
to go through with the secondary because the insti- 
tutions are not in a position, or do not want to absorb 
a particular stock at a particular time. 

It was stated above that Mr. Wilson’s 41,000 
shares of General Motors stock would probably 
qualify as a large enough block to warrant a secon- 
dary offering. 

The main consideration in deciding this question 
is the breadth of the market in the stock. It is 
entirely possible that 41,000 shares of an active stock 
could be sold in the regular market over a period of 
time, without depressing the stock to any great ex- 
tent. However, in the case of most secondary offer- 
ings, time is an important factor. The seller wants 
out. Also, the longer the period of time, the greater 
the risk. The market as a whole might drop off 
several points while the block was being liquidated, 
with a corresponding loss to the seller. 

Another interesting example of this type of trans- 
action was last year’s approximately 8,000 share 
offering by the Alien Property Custodian who sought 
this means of disposing of the shares rather than 
through the Exchange direct. This was accom- 
plished by private negotiation with one of the largest 
Exchange firms. 


Registration With The S.E.C. 


The general thinness of recent markets has been 
discussed in some detail throughout the financial 
world. A report of a special committee appointed by 
G. Keith Funston, president of the New York Stock 
Exchange, points out among other things that in 
recent years, industry has favored debt financing 
over equity, or common stock, financing, due to a 
“loss of liquidity”. And liquidity is the prime con- 
sideration in any secondary offering. If markets 
were broad enough, most secondaries would be un- 
necessary. 

Another result of the thinness of the market has 
been the big increase in off-the-board transactions 
Involving large blocks of stock. Often, wide sweeps 
in the price of the securities creates confusion in the 
mind of the public. 
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As mentioned.above, it is entirely possible that 
Mr. Wilson placed his 41,000 shares privately. This 
is a highly advantageous way of doing business. In 
the first place, there is no restriction on commissions 
paid for private placement of a block of stock. Some- 
times non-member firms who specialize in this type 
of business, can afford to charge a lower commission 
than might ordinarily apply. In the case of a secon- 
dary, however, the commission is invariably higher. 

On the subject of off-the-board trading in listed 
securities, the Stock Exchange special committee has 
this to. say: “The committee recognizes that under 
existing rules and regulations the Exchange market 
is at a disadvantage in competing with the over-the- 
counter market in distribution of blocks of listed 
securities.” 

The committee has recommended that a member 
firm selling a block of stock be permitted to pay a 
special fee or commission to another member firm 
for bringing “purchase orders to the floors to absorb 
the block.” In other words, the Exchange, in order to 
expand its business and cut down on the number of 
off-the-board trades, is recommending a procedure 
very similar to that already in existence for handling 
secondary offerings. 


Broader Markets Essential 


The upshot of this recommendation could be a big 
spurt in the number of secondaries, under a new 
procedure, or, by the same token, a gradual dis- 
appearance of secondary offerings. In the latter case, 
they would be replaced 


(Please turn to page 601) 








Common Stocks Listed on N. Y. S. E. 
(December 31, 1952) 


Shares and Market Values in Millions 
































COMMON STOCKS 
No. No. No. Market 
GROUP Cos. Issues Shares Value 











Aircraft 27 27 57.9 $ 1,078.4 
Amusement . ae 24 62.8 1,214.1 
Automotive pe 72 72 189.9 9,073.4 
Building Trade ea 30 38.6 1,294.2 
Chemical z ; 83 84 285.9 15,903.7 
Electrical Equip. 24 24 67.1 3.566.3 
Farm Machinery : 7 7 30.0 1,015.3 
Financial Pe 35 33 70.9 2,423.0 
Food Prod. & Bev. a aN 69 124.0 4,215.8 
Leather & Products ............... 11 10 10.6 327.8 
Machinery & Metals ...... 107 107 120.9 3,330.2 
Mining , : 41 41 88.9 3,450.2 
Office Equipment 10 10 18.8 1,131.1 
Paper & Publishing 37 37 59.2 1,919.5 
Petrol. & Nat'l Gas 49 49 371.5 20,849.2 
Railroad & R.R. Eq. a 81 121.6 5,396.9 
Real Estate Eecosd 1 10 13.7 521.6 
Retail Trade sia 73 72 136.5 5,248.3 
Rubber ; ae 9 9 20.6 1,094.6 
Shipbuilding & Oper. 10 10 7.8 203.6 
Steel & Iron .... ee 39 37 94.9 3,711.1 
Textile Bt ere err en 44 56.7 1,516.0 
Tobacco Sar vavecasiases 14 15 31.4 1,435.7 
Utilities ee || 102 447.7 18,052.4 
Miscellaneous ....... eee 20 33.8 974.1 
U.S. Cos. Oper. Abroad ......... 26 25 46.6 1,143.5 
TOTAL U. S. COMPANIES 1,064 1,049 2,608.0 $110,090.0 
Foreign Companies .............. 20 18 73.9 2,266.7 











Se ee 1,084 1,067 2,681.9 $112,356.7 





TOTAL 
Department of Research & Statistics, New York Stock Exchange. 
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““TAFT-HARTLEY’’ ON THE AGENDA— 





By “VERITAS” 


SENATOR TAFT bowed out as chairman of the Senate 
labor committee but apparently he still is carrying 
the ball. His proposed amendments to the Taft-Hart- 
ley Act were introduced without prior consultation 
with Senator H. Alexander Smith, New Jersey re- 





WASHINGTON SEES: 


The Eisenhower legislative program is taking 
form with apparent resoluteness from the top level, 





reflecting the ideas Cabinet members have been 
expressing to some extent but clearly not embrac- 
ing them as gospel. And while congressional lead- 
ers were in on the conferences which preceded the 
announcement, it is manifest that they did not con- 
trol White House thinking. The departures obvi- 
ously were taken in good grace; there were no 
outspoken disagreements. 

The assertion by Senator Taft that tax legisla- 
tion will be passed at the current session does not 
quarrel with President Eisenhower's declaration 
that tax cuts must await a balanced budget. It 
was acknowledged that “balance” in the Capitol 
Hill sense means real strides toward making in- 
come meet outgo, not necessarily matching the two. 


Apart from the tax picture, the legislative pro- 
gram appears to create no serious bases for pro- 
longed debate. Senator Taft has decided to offer 
his amendments to the labor-management act — at 
the calculated risk of having labor-minded con- 
gressmen open a Pandoroa’s box. If that happens, 
all will be junked. Hawaiian statehood is a hardy 
perennial and if it is linked to Alaska statehood, 
it will go out the window — a likely happening. 


The President wants the reciprocal trade agree- 
ments act extended, with some slight amendments, 
and he will have his wishes fulfilled; he will extend 
the old age and survivor insurance system with con- 
gressional help. In fact there is hardly anything in 
his program that points to critical examination: 
some of it is only recommendation, not designed 
for intensified advocacy; the rest is fairly well 
agreed upon. 
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publican, new committee head. Nor did he confer 
with Labor Secretary Martin Durkin. Smith and 
Durkin are not exactly irked, but they are “wonder- 
ing.” Not so disposed to give only passing attention 
to the departure from legislative custom — confer- 
ence in advance of introducing major propositions — 
is the house labor committee chairman, Rep. McCon- 
nell of Pennsylvania. His committee, he said will 
conduct “exhaustive hearings, title by title, section 
by section.” This is one of the reasons why it takes so 
long to prepare legislation. 


FARM PRICES will continue to dip throughout 1958. 
This forecast by the Bureau of Agricultural Eco- 
nomics is supported by the findings of a senate inves- 
tigating committee whose report will soon be sub- 
mitted. The drop probably will average at five per 
cent under last year. Domestic demand for farm 
products has continued high but the foreign market 
is off; result has been heavier marketings than can 
be absorbed at home. Ezra T. Benson, new Secretary 
of Agriculture, is moving with caution but appears 
to favor price support at about the same level. In 
any event, he has stressed policy is for congressional 
determination and it’s the function of his agency to 
carry out orders after the lawmakers draft them. 
And he’ll do just that. 


FEDERAL assistance certainly cannot be blamed for 
the problems of the farm belt. In addition to parity 
opportunities, the U. S. Department of Agriculture 
reports (at the close of 1952) that Commodity Credit 
Corporation has more than 2 billion dollars tied up 
in loans and inventories resulting from price sup- 
porting operations, realized a net operating loss of 
67 million dollars as ‘of the end of the fiscal year 
which came to a close last June, dried eggs and wheat 
being the principal loss items. The agricultural re- 
gions which may be presumed to look with most 
interest to the policy of Secretary Benson are those 
which raise wheat, tobacco, and wool. They account 
for the bulk of the CCC loan total, have enjoyed its 
aid for so many years that it is today regarded as a 
firm part of the agricultural economy in their 
sections. 
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The controls that didn't control are being de- 
controlled with a rapidity that, to put it mildly, proves 
that President Ike means business. In a single day, the 
President knocked out ceilings on wages and salaries and 
on a wide range of consumer goods -= meat, clothing, 
furniture, restaurant meals, department store stocks. 
And that was only the beginning; eventually all will go. 

















Employers were most active in bringing about the 
wage-salary ceiling junking. It means that at least one 
million workers will get immediate pay raises but it also 
will restore friendly labor-management amity in several 
industries. Federal boards had been standing in the path of 
normal adjustments. 























Overthrow of commodity price ceilings undoubtedly 
















will have some effect on cost-of-living indices, bring on 
demands for increased wages and salaries. How much an 
increase will be invited by removal of price controls is 
debateable. Some members of congress contend that the accelerated competion for the 
dollar of the householder will cut prices. That seems unrealistic. But it probably has 
no less justification than the OPS forecast that costs will jump at least 3 billion 
dollars. 

















Suggestion that drop in beef prices was a "conspiracy" to speed de-control is 
a readily provable mis-statement of the facts. The time element, plus the fact that 
elements affecting price work at so many levels militate against that type of lobby is the 
complete answer. Pressure on President Eisenhower to wipe out controls began early in 
his campaign. Actually it was not a partisan effort; some of the normally democratic 
"beef states" voted for Ike because, among other things, belief persisted that he would 
swing the scythe on price controls if elected. 

















It was not expected that President Eisenhower would have difficulty in han- 
dling military matters but so far it has been the principal field of his difficulties 
with congress. All of his nominees for defense top spots came under delaying scrutiny 
and now his Asian policy is being attacked -- even though it has not yet been made effec- 
tive. 











The congressional democratic high command is leading an obvious campaign of 
Suggestion that Ike is inviting war with Russia by ordering the Seventh Fleet to Stop 
"shielding" Communist China. The attack is not direct; it's a request for “amplifica- 
tion" of what the President intends. That approach will fail. In this respect, the 
Chief Executive is General Eisenhower and isn't disclosing the when, where, or how of 
his program any more than he disclosed the details of the invasion. 




















It isn't anything that the professional bet brokers would "buy" as yet, but 
there are definite indications that congress may abolish the electoral college system 
and substitute direct votes for President and Vice President. The change has been 
under discussion for about a century. It might be argued that it would work to the 
advantage of the larger states, but electors also are apportioned on the basis of 
population. 


























Harold Stassen seems likely to build a greater repute as Mutual Securlity 
Director than he was able to accomplish as an almost perennial candidate for the White 
House: he's determined to thin out the army of free loaders who are visiting in Europe 
under the guise of administering aid programs. Some of them, far from improving rela- 
tions between the foreign governments and the United States, actually are doing posi- 
tive harm. The show of affluence, occupancy of swank apartments and office building, 
doesn't set well. Secretary Dulles is with Stassen on this one. 
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Firing of a few hundred "tourists" on the government payroll won't balance 








the international bank-book. Why it takes 1,000 U.S. citizens to handle affairs in 
Athens is a question not easily answered since Athens appears to have no more inter- 
national complications than Dubuque, Iowa. NATO has been a happy hunting ground for 
job-seeking and travel minded Americans. Professional geographers might have difficulty 
finding Izmir but hundreds of government job-seekers accomplished it. The community 

is what formerly was Smyrna, Turkey. 























Among several other matters which the President must clear up in statements 
to congress or to the general public, is precisely what he meant in his reference to 
natural resources in the State of the Union message. He wandered about the edges of 
state-federal partnership in some power developments but didn't actually get into the 
center; he left open the question whether a participating state should ultimately receive 


the profits of enterprises it never owned or in the building of which it had no part. 























Interior Secretary Mc Kay is a disciple of the "participation" idea. His views 
are reflected in the "Union" message but there was not clear definition, only broad 
outline. That probably was intentional. At least it is further proof that government 
policies will be permitted to grow, not pop into existence. What President Eisenhower 
appeared to have in mind was federal-state development of river valley authorities in 
which power development might be incidental -- but only incidental -- to such major 
purposes as flood control, irrigation and general land reclamation. 
































Pentagon Building civilian employees who thought their jobs were secure because 








Ike has made it clear that when he said economize he meant economize all the way across the 
board. The command even extends to uniformed personnel in administrative ranks. A 














So they are subject to "termination." Unless they're in the combat zones, many kaiki 
and brass-buttoned blues are headed for the mothball treatment. 











From intimate experience as Chief of Staff, the President isn't likely to be 
misled by any claims of "necessity" in job filling or replacement. Through the Budget 
Bureau, he has Set up a job formula which, roughly, places a Jan. 31 ceiling: there are 
to be no additions after that date, no filling of vacancies unless real need is demon- 
Strated. This may sound very academic. It becomes very practical in the light ofa 
300,000 job turnover annually and a planned 110,000 addition to the civilian payroll 
this year. For all practical purposes, the latter may be declared off -- there will be 
some additions to supply needed technical assistance. 


























The President and his budgetary advisers know it isn't going to be easy to apply 
the brakes overnight. Infact, it is said that they gasped at the enormousness of the 
federal personnel structure even though none of them was a stranger to large payrolls. 
What they did not know is that the federal government hires about 2,000 persons each 
working day or 10,000 a week merely to fill jobs of those who resign (or who are fired). 
That doesn't take into consideration expansions of existing services, creation of 
new ones. 

















Subtlety seems not to be a part of the program of the American Federation of 
Government Employes (AFL) whose salary schedules are set by congress. The union has pro- 
posed that the pay of congressmen be increased from $12,500 to $20,000 a year. Also, 
it is recommended that members of the lawmakers staffs be given cost-of-living pay boosts. 
The take home pay of a congressman, says the AFL, is less today than 20 years ago when 
his predecessor was drawing a $7,500 annual check. That statement may conveniently 
overlook some of the supplementary facts but its utterance may gain friends in important 
places. Seems designed to do just that. 
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Political Hurdles and Economic Needs In... . 
INTERNATIONAL INVESTMENTS 
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“The General Assembly, remembering that the 
right of peoples freely to use and exploit their 
natural resources is inherent in their sovereignty, 
recommends all member states in the exercise of 
their right freely to use and exploit their natural 
wealth and resources wherever deemed desirable by 
them for their own progress and economic develop- 
ment—to have due regard, consistently with their 
sovereignty, to the need for the maintenance of the 
flow of capital in conditions of security, mutual con- 
fidence and economic cooperation among nations. 

They should also refrain from acts, direct and 
indirect, designed to impede any state in the exercise 
of its sovereignty over its natural resources.” 

This is a resolution of the United Nations Gen- 
eral Assembly adopted early in January, approved 
by 36 votes to 4 (the United States, New Zealand, 
South Africa and Great Britain), with 20 countries 
abstaining. 


"2 which we remark, quoting one of our dissent- 
ing contemporaries: “Why risk one’s shirt abroad? 
It’s easy enough to lose it at home.” 

There is apparently very little difference between 
the politicians who sit in Congress in Washington 
and those who gather in the World’s Parliament— 
the United Nations General Assembly in New York. 
They both try hard to please the galleries no matter 
what the cost be to the people as a whole. 

Although no one disputed the sovereign right of 
any country to exploit natural resources freely or to 
take over private property for legitimate public use, 
the United Nations General Assembly, out of a clear 
sky, passed the above resolution for evidently no 
other reason than to put the stamp of approval on 
what the Perons of Argentina, the Mossadeghs of 
Iran, the Estenssoros of Bolivia, the Arbenzes of 


FEBRUARY 21, 1933 


HOROTH 


(guatemala, and the lesser chieftains in Uruguay, 
Burma, Indonesia, and elsewhere have been doing. 

The resolution was objectionable, as the February 
Letter of the Guaranty Trust Company points out, 
“for what it omits as much as for what it contains.” 
It was objected to by the American and West 
European members of U.N. as being a direct invita- 
tion to the nationalization of foreign-owned enter- 
prises in under-developed countries, and, even worse, 
making nationalization a part of developmental pol- 
icies. Moreover, the resolution failed to recognize 
the responsibility of governments toward appropri- 
ated foreign investments to specify the obligation to 
compensate foreign investors in the event of nationa- 
lization. The amendments urged by the Americans, 
(1) to remind the nations of their obligations under 
international laws and practices and, (2) to assert 
the rights of foreign investors under those laws, 
were disregarded. Instead, a somewhat inocuous 
warning was included, reminding the debtor coun- 
tries that nothing should be done that would “in- 
terfere with the flow of capital.” 


The Arguments in Favor 


The supporters of the resolution, as quoted in the 
United Nations Bulletin, felt that nothing in it 
discouraged foreign investments. They argued that 
the reference to “maintaining the flow of capital in 
conditions of security, mutual confidence, and eco- 
nomic cooperation” covered the principle of fair and 
equitable compensation in the event of nationaliza- 
tion. They contended that the Assembly “could not 
deal specifically with compensation, for this was 
essentially a matter of domestic jurisdiction.” They 
also argued that the resolution did not insist on 
nationalization, but left it to each under-developed 
country to decide its economic policies. 
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Firing of a few hundred "tourists" on the government payroll won't balance 
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the international bank-book. Why it takes 1,000 U.S. citizens to handle affairs in 
Athens is a question not easily answered since Athens appears to have no more inter- 
national complications than Dubuque, Iowa. NATO has been a happy hunting ground for 
job-seeking and travel minded Americans. Professional geographers might have difficulty 
finding Izmir but hundreds of government job-seekers accomplished it. The community 

is what formerly was Smyrna, Turkey. 




















Among several other matters which the President must clear up in statements 
to congress or to the general public, is precisely what he meant in his reference to 
natural resources in the State of the Union message. He wandered about the edges of 
state-federal partnership in some power developments but didn't actually get into the 
center; he left open the question whether a participating state should ultimately receive 


the profits of enterprises it never owned or in the building of which it had no part. 



































Interior Secretary Mc Kay is a disciple of the "participation" idea. His views 
are reflected in the "Union" message but there was not clear definition, only broad 
outline. That probably was intentional. At least it is further proof that government 
policies will be permitted to grow, not pop into existence. What President Eisenhower 
appeared to have in mind was federal-state development of river valley authorities in 
which power development might be incidental -- but only incidental -- to such major 
purposes as flood control, irrigation and general land reclamation. 


























Pentagon Building civilian employees who thought their jobs were secure because 





Ike has made it clear that when he said economize he meant economize all the way across the 
board. The command even extends to uniformed personnel in administrative ranks. A 














Se Oe eee ee eee eS ae 


So they are subject to "termination." Unless they're in the combat zones, many kaiki 
and brass=-buttoned blues are headed for the mothball treatment. 











From intimate experience as Chief of Staff, the President isn't likely to be 
misled by any claims of "necessity" in job filling or replacement. Through the Budget 
Bureau, he has set up a job formula which, roughly, places a Jan. 31 ceiling: there are 
to be no additions after that date, no filling of vacancies unless real need is demon- 
Strated. This may sound very academic. It becomes very practical in the light of a 
300,000 job turnover annually and a planned 110,000 addition to the civilian payroll 
this year. For all practical purposes, the latter may be declared off -- there will be 
some additions to supply needed technical assistance. 


























The President and his budgetary advisers know it isn't going to be easy to apply 
the brakes overnight. In fact, it is said that they gasped at the enormousness of the 
federal personnel structure even though none of them was a stranger to large payrolls. 
What they did not know is that the federal government hires about 2,000 persons each 
working day or 10,000 a week merely to fill jobs of those who resign (or who are fired). 
That doesn't take into consideration expansions of existing services, creation of 
new ones. 

















Subtlety seems not to be a part of the program of the American Federation of 
Government Employes (AFL) whose salary schedules are set by congress. The union has pro- 
posed that the pay of congressmen be increased from $12,500 to $20,000 a year. Also, 
it is recommended that members of the lawmakers staffs be given cost-of-living pay boosts. 
The take home pay of a congressman, says the AFL, is less today than 20 years ago when 
his predecessor was drawing a $7,500 annual check. That statement may conveniently 
overlook some of the supplementary facts but its utterance may gain friends in important 
places. Seems designed to do just that. 
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Political Hurdles and Economic Needs In... . 
INTERNATIONAL INVESTMENTS 


By V. L. 


“The General Assembly, remembering that the 
right of peoples freely to use and exploit their 
natural resources is inherent in their sovereignty, 
recommends all member states in the exercise of 
their right freely to use and exploit their natural 
wealth and resources wherever deemed desirable by 
them for their own progress and economic develop- 
ment—to have due regard, consistently with their 
sovereignty, to the need for the maintenance of the 
flow of capital in conditions of security, mutual con- 
fidence and economic cooperation among nations. 

They should also refrain from acts, direct and 
indirect, designed to impede any state in the exercise 
of its sovereignty over its natural resources.” 

This is a resolution of the United Nations Gen- 
eral Assembly adopted early in January, approved 
by 36 votes to 4 (the United States, New Zealand, 
South Africa and Great Britain), with 20 countries 
abstaining. 


| which we remark, quoting one of our dissent- 
ing contemporaries: “Why risk one’s shirt abroad? 
It’s easy enough to lose it at home.” 

There is apparently very little difference between 
the politicians who sit in Congress in Washington 
and those who gather in the World’s Parliament— 
the United Nations Genera] Assembly in New York. 
They both try hard to please the galleries no matter 
what the cost be to the people as a whole. 

Although no one disputed the sovereign right of 
any country to exploit natural resources freely or to 
take over private property for legitimate public use, 
the United Nations General Assembly, out of a clear 
sky, passed the above resolution for evidently no 
other reason than to put the stamp of approval on 
what the Perons of Argentina, the Mossadeghs of 
Iran, the Estenssoros of Bolivia, the Arbenzes of 
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Guatemala, and the lesser chieftains in Uruguay, 
Burma, Indonesia, and elsewhere have been doing. 

The resolution was objectionable, as the February 
Letter of the Guaranty Trust Company points out, 
“for what it omits as much as for what it contains.” 
It was objected to by the American and West 
European members of U.N. as being a direct invita- 
tion to the nationalization of foreign-owned enter- 
prises in under-developed countries, and, even worse, 
making nationalization a part of developmental pol- 
icies. Moreover, the resolution failed to recognize 
the responsibility of governments toward appropri- 
ated foreign investments to specify the obligation to 
compensate foreign investors in the event of nationa- 
lization. The amendments urged by the Americans, 
(1) to remind the nations of their obligations under 
international laws and practices and, (2) to assert 
the rights of foreign investors under those laws, 
were disregarded. Instead, a somewhat inocuous 
warning was included, reminding the debtor coun- 
tries that nothing should be done that would “‘in- 
terfere with the flow of capital.” 


The Arguments in Favor 


The supporters of the resolution, as quoted in the 
United Nations Bulletin, felt that nothing in it 
discouraged foreign investments. They argued that 
the reference to “maintaining the flow of capital in 
conditions of security, mutual confidence, and eco- 
nomic cooperation” covered the principle of fair and 
equitable compensation in the event of nationaliza- 
tion. They contended that the Assembly “could not 
deal specifically with compensation, for this was 
essentially a matter of domestic jurisdiction.” They 
also argued that the resolution did not insist on 
nationalization, but left it to each under-developed 
country to decide its economic policies. 
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———————————— 
U. S. Net Investment Capital Outflow, 1946-1952 


(In millions of dollars) 











Direct & Portfolio Invest. (New Capital) 


Latin West = Inter. Reinvested Grand 





Yeor Canada Amer. Europe Bank Others Total Earnings Total 
1946 59 303 362 
1947 819 387 1,197 
1948 181-272 62 7 226 748 581 1,329 
1949 133 410 32 20 201 796 436 1,232 
1950 

Ist 6 mos. 162 69 82 1 96 410 


2nd 6 mos. 428 95 148 1 86 758 
Total 590 164 230 2 182 1,168 443 1,611 


1951 


Ist 6 mos. 252 122 25 51 93° «543 
2nd 6 mos. 155 (—54) VW 99 270-238 
Total 407 68 36 «#150 6120 781 703 1,484 


1952 


Ist 6 mos. 300 167 69 57 107 700 
3rd Quar.. (—18) iD 12 1 5 VW 
4th Quar. 





Source: Various publications of the Department of Commerce. 








All this double talk simply means that the U.N. 
General Assembly will not sit in judgment on a 
country that decides to nationalize. Investors will 
get no sympathy from this serene institution, if, as 
happened quite recently in the case of Iran and 
Bolivia, the creditors find their demand for just com- 
pensation countered by a phony “counter-claim” for 
unpaid taxes and royalties, “damages” to the national 
resources, etc. Unless later on, in the dim future, 
some kind of international code is evolved, the only 
protection against nationalization without just com- 
pensation will be, (1) specific agreements such as 
exist, for example, between Venezuela and the oil 
companies operating in that country, (2) bilateral 
treaties between the nation involved and the Govern- 
ment of the U.S., and (3) specific unilateral declara- 
tions or legislation passed by foreign countries. Bi- 
lateral treaties guarding against nationalization or 
expropriation without prompt and adequate com- 
pensation and against discriminatory treatment of 
American investors have now been concluded and 
ratified with three countries. Treaties with seven 
additional countries are at present awaiting ratifi- 
cation. 

Unfortunately, progress toward extending the 
treaty program to protect the American investor has 
been slow, because many foreign countries insist on 
their right to scrutinize the contemplated invest- 
ments and to admit only those which they believe will 
contribute to their balanced development or to the 
improvement of their foreign exchange position. 


Bad Timing For The Resolution 


Whatever else may be said about it, the U.N. 
resolution wag badly timed. It was passed at a time 
when various government agencies in Washington 
were beginning to sell the American industrialist, 
enterpreneur, and investor the idea of stepping up 
the flow of private capital abroad, as one of the 
means to bridge the dollar gap, if and when the pro- 
gram of economic grant-in-aid is given up. At the 
same time a coordinated effort was being made to 
improve “the climate for foreign investment” 


throughout the free world. To say the least, the U.N. 

resolution was a slap at these efforts. 

Among other heipful developments, the various 
U.S. Government Departments (Commerce, State, 
M.S.A.) had invited Dr. August Maffry, Vice Pres- 
ident of the Irving Trust Company, to prepare a 
report on the probiem of increasing the flow of pri- 
vate investments abroad. Following are a few high- 
lights from Dr. Maffry’s report, made public in 
December. 

The problem of increasing private investments in 
foreign countries, says Dr. Maffry, breaks down into 
three constituent problems: 

(1) Improving the climate for investment by large 
corporate investors already operating exten- 
sively abroad. 

(2) Improving the interest in, and knowledge of, 
investment opportunities abroad, especially in 
the manufacturing field, on the part of small 
corporate investors, and 

(3) Reviving portfolio investment in foreign coun- 
tries by individual and institutional investors. 

As regards the last, Dr. Maffry stresses that great 
emphasis should be placed on reviewing the flow of 
portfolio investments (through purchases of foreign 
securities and the obligations of the World Bank) 
into the industrialized countries of Europe and 
Japan in order to enable these countries to send 
venture capital, in turn, to the under-developed areas 
of Asia, Africa, and Latin America. Dr. Maffry is un- 
dismayed by such setbacks as have recently occurred 
in Argentina, Iran and Bolivia, and says that the 
improvement in investment climate is not susceptible 
to quick and easy betterment. His “Program for 
Action” includes the following recommendations: 

1) All agencies of government concerned with promoting 
private investment abroad should launch a program of total 
diplomacy directed towards improving the climate for foreign 
investment in friendly foreign countries. 

2) The issue which has arisen as regards the right of 
foreign countries to “screen” new investments of American 
and other outside capital should not be allowed longer to 
impede the conclusion of additional bilateral investment 
treaties which are otherwise satisfactory. 

3) Industry advisors should be assigned without delay to 
key diplomatic missions. 

4) The Export-Import Bank should aggressively extend its 
activities by providing loan capital on attractive terms to 
domestic corporations willing to extend their operations to 
foreign countries and to foreign corporations for economic 
development, in both instances without the requirement of 
government guaranties. 

5) It should be made clear to Congress that it is entirely 
feasible to establish a government investment guaranty sys- 
tem which would effectively stimulate private investment 
abroad and at the same time be fully self-supporting. 

6) A policy decision should be made promptly as _ to 
whether tax measures for the stimulation of private foreign 
investment will be recommended to Congress. If so, the partial 
tax exemption now extended to the Western Hemisphere 
Trade Corporations should be extended to qualified corpora- 
tions operating in other parts of the free world, and tax 
inducements should be offered to individual and institutional 
purchases of foreign securities. 

In respect to the last paragraph, Dr. Maffry goes 
so far as to suggest that a class of tax-exempt or 
partially tax-exempt foreign securities could be 
created (and, he quickly adds, exclusive of invest- 
ments in Canada, which need no stimulation) for 
the use of the individual and institutional investor. 
Another possibility, he suggests would be a reduc- 
tion or elimination of capital gains as applied to 
foreign securities—which would then be especially 
attractive to investors in the highest income-tax 
bracket. At any rate, because of greater risk, Amer- 
ican investors would be entitled to certain considera- 
tions when investing in certain specified overseas 
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areas. . 

Whether Dr. Maffry’s suggestions are workable is 
another story. His recommendation that the capital 
of the Export-Import Bank be greatly expanded and 
the Bank’s operations liberalized to include lending 
equity capital to foreign corporations in partnership 
with American corporations willing to extend their 
operations to foreign countries has been questioned. 
The Bank, whose capital is $4.5 billion, is now 
restricted to financing development projects only. 
In fact, Dr. Maffry would like to see the Export- 
Import Bank endowed with all the powers of the 
proposed International Finance Corporation which, 
as will be remembered, was to be an international 
institution affiliated with the World Bank. The Inter- 
national Finance Corporation was to supply loan 
capital to foreign corporations without the require- 
ment of a government guaranty. But the IFC has 
been regarded as a “super-gadget for giving away 
taxpayers’ money”, and the business community in 
this country concluded that the idea should be 
abandoned. 


Political Obstacles to the Flow of Funds Overseas 


In general the passing of the U.N. resolution ap- 
proving any country’s right to nationalization is just 
another example of the obstacles that foreign coun- 
tries have placed in the way of the flow of foreign 
investments. Many of those obstacles, such as the 
discrimination against foreign enterprises, the 
supervision of managerial policies and over selection 
or dismissal of native personnel, the restrictions on 
earnings and remittance of profits, etc. partly reflect 
distrust toward outside capital and foreign man- 
agers, and partly are the outcome of the socialist 
and welfare-state policies adopted by many new 
countries in the first flush of their liberation. Yet 
most of these countries not only need every dollar 
that they can lay their hands on, but outside know- 
how as well, if their economies are to be developed 
and their standard of living raised. 
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LOANS AND DISBURSEMENTS 





FOR RECONSTRUCTION AND DEVELOPMENT 
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1949 1950 


Only a year and a half ago, a group of experts 
appointed by the Secretary-General of United Na- 
tions put the annual foreign capital requirements of 
under-developed countries at $14 billion, including 
China, and at about $9°billion excluding China. This 
may appear an astounding amount. But even exclud- 
ing China these under-developed countries have a 
population of close to one billion. In contrast the 
United States with a population of 150 million is 
annually investing $30 to $35 billion in the expansion 
of its productive plant. At present only a fraction of 
the needed capital is being provided to the under- 
developed countries largely from governmental and 
institutional (World Bank) sources. Some countries 
such as Argentina, Egypt, Indonesia and Iran have 
been losing rather than gaining investment capital. 


Imposition of Unrealistic Conditions 


The point is that many of the under-developed 
countries have been caught in a vicious. circle of 
their own making. Not only are conditions which 
they have imposed on foreign capital unrealistic 
(because of the fear of colonialism) but the internal 
political and conditions are not conducive to foreign 
investment in general. Yet the political and economic 
conditions are often deteriorating because of the 
very lack of foreign capital. An example is Indonesia, 
where the lack of capital has seriously retarded the 
postwar rehabilitation. The leadership of the country, 
although convinced of the need of outside help, does 
not dare for political reasons to modify present 
internal economic policies or extend guarantees con- 
cerning future treatment of outside capital. 

Yet modern foreign investment is a far different 
institution from the exploitative adventures of great 
colonial companies 100 to 150 years ago. U.S. enter- 
prises seek to be good citizens in the countries in 
which they operate; they contribute to the social and 
economic improvements as well as to government 
revenues, and their labor policies conform to local 
law and custom. Until foreign countries themselves 
co-operate in 
creating oppor- 
tunities for in- 
vestment and 
extend a rea- 
sonable protec- 
tion, a small 
corporation or 
a private 
American in- 
vestor in for- 
eign securities 
knows that he 
can do better 
by restricting 
his operations 
to the domestic 
field. These are 
the harsh real- 
ities of the sit- 
uation, no mat- 
ter how unpal- 
atable they 
may be. 
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Corporate Statements 




















SOURCES AND USES OF CORPORATE FUNDS 


Internal sources of corporate funds totaled about the same in 
1952 as in 1951, while funds from external sources were con- 










































































(EXTERNAL) 
. USES 
—And First Quarter PLANT AND 19 
OUTLAYS WMI 
Ou tlook CHANGE IN 
INVENTORIES 
PART II By WARD GATES 
OTHER USES 


e2.. of the dffiiculties in correctly 
appraising fourth quarter 1952 earnings 
is that while the results for that period 
are indeed as stated by the companies, 





siderably less. The large decline in corporate inventory 
accumulation was the greatest change in uses of funds. 
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they are inevitably distorted under current 
accounting practice. This is magnified by the special 
effects of income tax handling which can have an 
abnormal influence on reported net earnings. For 
these reasons, earnings as recently reported for the 
fourth quarter in many cases may have been over 
or under-stated. In any case, they are not necessarily 
truly indicative of actual operating conditions for 
the period. 


Tax Effects on Earnings 


This is well illustrated, for example, in steel com- 
pany reports for the fourth quarter which almost 
uniformly show a considerable decrease in federal 
income taxes as compared with the same period 
1951, in some cases as much as 50%. With this 
difference in their favor, the steel companies natur- 
ally were able to make a much better showing on 
a per share basis in the fourth quarter especially 
since volume of operations rose to record levels. 
In cases where the gains were conspicuous, this 
undoubtedly resulted from a decision of the man- 
agement to carry over into the final quarter of 1952 
tax credits arising from unused EPT exemptions for 


582 


the first nine months. This automatically reduced 
the tax liability and, consequently, raised net income. 

Obviously, consideration must be given the effect 
of taxes on fourth quarter earnings, since earnings 
as stated may not be fully reflective of actual operat- 
ing conditions. It could easily be, therefore, that sus- 
tained high operations in the first quarter of 1953, 
resulting in high operating profits, could be accom- 
panied by lower net profits as compared with fourth 
quarter 1953, though such profits should be suffi- 
ciently satisfactory nevertheless. Also, it must be 
borne in mind that under the Mills Act, corporate 
tax payments are much heavier in the first half of 
the year. This will tend to reduce the profit ratio 
at that time. 

The above is given merely as an illustration of 
the effect of taxes on recent and current earnings. 
In addition, other adjustments must be reckoned on 
the basis of individual depreciation policies and the 
rate of expenses incidental to plant renovation, 
caused by the strike, and the various expansion pro- 
grams. Also there are many variables in pensions 
and other labor “prize” benefits which have an 
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effect on costs. 

Among other important groups, the chemicals, on 
the whole, increased earnings in the fourth quarter 
though final annual figures showed declines in net, 
varying from 5% to 20%. The renewed high rate 
of industrial expansion since autumn, however, has 
stimulated demand, especially for industrial chemi- 
cals, with the result that sales are rising. Indications 
are that the first two quarters of 1953 will carry 
this rising trend of earnings forward, though not at 
an extreme rate. Significant is the recent notice of a 
$200 million financing by Allied Chemical for expan- 
sion and working capital purposes indicating the 
belief of the management that the long-term trend 
in this industry is still upward. 

The railroads almost uniformly showed consistent 
gains in both operating revenue and net earnings. 
Increases were more or less equally distributed 
throughout the various regional groups, with an 
especially good showing by the Southern carriers. 
Continued gains for the carriers are expected for 
this year. 

Public utility earnings, likewise, were at a mod- 
erately ascending rate but this is obscured by dilu- 
tion in outstanding equities arising from frequent 
new stock financing of a considerable number of 
companies. This has been an increasing feature of 








per share earnings of the utilities in recent years, 
with the trend still continuing. Basically, the indus- 
try remains in an exceedingly strong position with 
regard to future earnings. 

Conditions in the agricultural implement industry 
varied considerably, some companies showing up 
surprisingly well in the face of a generally slackened 
demand for many such products. In some cases, 
where earnings have been sustained better than 
average, the reason is to be found in sustained 
eperations through the high volume of defense orders. 
Generally speaking, the outlook so far as farm ma- 
chinery earnings are concerned is not as satisfactory 
as in recent years. 


Outlook for Oil Earnings 


Fourth quarter oil earnings were slightly off from 
both the seeond and third quarter 1952. Various 
petroleum products remain in sustained demand but 
there are indications of excess supply. Some price 
weakness in specific products has occurred and it 
seems likely that oil company profits have seen their 
peak though they still remain at very satisfactory 
levels. There should be very little difference between 
fourth quarter 1952 and first quarter 1953 earnings, 
and, very likely, second (Please turn to page 612) 


















































at os catibiateinemiagien eimennniaiieimnaiels iit lethediaticeemienenea al 
Comparative Sales, Earnings and Operating Margin of Leading Companies 
Net Sales Net Profit Margin } 
1952 1951 1952 1951 Net Per Share Net Per Quarter 1952 
(Millions} ee 1952 1951 Ist 2nd 3rd 4th 
Acme Steel ..$ 69.01 $ 80.9 6.7%! 8.0% $ 2.301 $ 3.32 $ .62 $ .19 $ .58 $ .90 
Air Reduction 124.6 118.1 5.8 63 2.25 2.69 61 .60 51 2 
Allied Chemical & Dye 490.1 502.0 8.2 8.0 4.55 4.58 1.11 1.22 1.02 1.20 
American Can 621.6 570.0 44 §:3 225 2.50 45 .40 .83 61 
Atlantic Refining n.a. 560.9 n.a. 8.0 4.37 4.88 1.38 99 99 1.00 
Bethlehem Steel 1,691.7 1,793.0 5.3 5.9 8.80 10.43 1.80 39 1.62 4.99 
Brown Shoe 130.3 111.3 3.0 2.8 6.04 4.71 2.23- 3.812 
Cinn. Milling Machine 128.6 67.0 7.5 6.3 11.13 4.74 1.663 2.118 2.67% 4.704 
Consolidated Vultee 390.9 322.1 2.6 2.4 4.39 3.27 61 1.08 1.04 1.66 
Continental Motors 264.2 166.6 2.3 2.6 1.86 1.35 38 45 47 56 
Deere & Co. 383.1 433.0 9.1 8.1 4.93 5.57 1.18 1.32 1.25 1.44 
Devoe & Raynolds “A” 45.8 48.8 3.1 4.0 2.49 3.42 .08 62 96 82 
Divco Corp. .. 5.8 11.1 4.4 6.2 86 1.54 14 .23 13 37 
Dome Mines 5.8 6.1 25.2 25.8 aa 81 13 .20 13 29 
Endicott Johnson 142.9 157.3 1.8 1.4 2.82 2.52 2.28- 54° 
Granite City Steel 74.6 86.6 5.3 5.9 3.17 4.02 .65 mY i .88 1.47 
Hercules Powder 187.4 222.5 6.0 6.1 4.03 4.95 1.10 1.02 95 .96 ' 
Inland Steel 460.4 521.4 5.1 6.6 4.85 7.02 1.42 .90 98 1.56 
Jones & Laughlin 495.4 566.3 3.9 5.4 2.91 4.76 70 (d) .08 .07 2.21 
Kopper Co. : 323.1 287.9 2.6 3.7 4.29 6.32 1.12 1.27 1.05 84 
Liggett & Myers 603.0 539.9 3.5 4.0 5.11 5.19 91 1.23 1.60 1.37 
Lone Star Cement 80.9 71.3 10.9 12.5 3.12 3.14 54 .93 95 70 
Lukens Steel 69.6 80.5 23 4.4 7.29 11.16 2.413 2.70° 233 1.954 
National Steel n.a. 618.4 n.a. a3 5.11 6.16 1.19 .92 .98 2.02 
Newport Industries 17.0 a5 6.0 8.7 1.44 2.91 57 21 29 .37 
North Amer. Aviation 315.2 177.6 25 3.6 2.28 1.87 46 49 .56 77 
Ohio Oil n.a. 209.3 n.a. 19.9 6.00 6.35 1.53 1.57 1.53 1.36 
Oliver Corp. 134.4 119.5 4.5 5.0 2.71 3.51 95 .87 42 .66 
Owens-Corning Fberg!l. 101.7 97.4 5.1 6.2 1.65 2.25 .33 41 Al 50 
Reynolds (R.J.) Tobacco 881.4 814.2 3.6 3.9 2.90 2.92 .68 72 7 aa 
Servel 99.5 46.0 Le (d) 2.1 85 (d) .69 (d) .58 25 57 62 
Shamrock Oil & Gas 31.9 29.7 15.3 17.5 3.64 3.87 97 83 84 1.00 
Sharpe & Dohme 50.3 45.6 77 99 3.05 3.65 1.11 34 83 77 
Sunbeam Corp. 66.3 61.5 9.1 10.8 3.36 3.69 .68 .22 85 1.61 
Superior Steel 28.6 27.9 29 5.3 2.87 5.37 85 78 .42 82 
Union Carbide & Crbn. 956.9 927.5 10.2 TI 3.41 3.60 81 .80 .84 95 
U. S. Steel 3,197.2 3,509.6 4.6 52 4.56 6.10 1.43 61 92 1.60 
Wheeling Steel 180.2 227.0 6.0 7.6 6.44 10.96 1.64 ({d) .01 .28 4.53 
York Corp. : 60.5 57.5 4.0 4.3 2.17 2.24 .36 88 .89 .04 
Youngstown Sheet &T. 434.2 483.7 5.2 6.3 6.84 9.15 2.10 44 76 3.54 
(d)—Deficit. 2—6 months. 
n.a.—Not available. 3—12 weeks. 
1_Estimated. 4—16 weeks. . 
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By J. S. 


20 Stocks = 
Acting Better 


than Average 


WILLIAMS 


not weakened its finan- 
cial structure nor the 
ability to maintain the 
long-standing $9 annual 
dividend rate. Operating 
revenues for 1952 were 
again at a record high. 
Net income, despite high- 
er operating costs was 
up by more than $34 mil- 
lion to a new high of 
$400.1 million in the 12 
months to Nov. 30, last 
year. Net per share of 
$11.42 on the larger num- 
ber of shares outstand- 
ing, compared with 
$11.93 in the previous 
year. Thus, Tel. & Tel. 
continues to demonstrate 
growth in earning power, 
providing ample cover- 
age for the dividend 
which yields, at prevail- 
ing market price, 5.6%, 
a somewhat high return 
on an equity of this cali- 
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= Cable Co.: Of 848,962 








| z.. our November 
4 


15 issue, under the title 
“20 Stocks Acting Better- 
than-Average,” we made 
reference to the fact that in almost any but the most 
extreme market movements there generally can be 
found individual stocks that stand out with respect 
to market performance. The 20 stocks we then listed 
have almost uniformly enjoyed from fair to con- 
siderable market appreciation. This has not been 
surprising as the individual stocks making up the 
list were chosen on the basis of their fundamental 
as well as technical backgrounds. 

In this, the current issue, we are presenting a 
similar feature with 20 stocks showing a better- 
than-average performance. The basis for these selec- 
tions has also been fundamental as well as technical 
considerations. For the benefit of our readers, we 
present in the accompanying table essential data of 
pertinent value and herewith a presentation of the 
20 stocks, each priefly discussed from the standpoint 
of the outstanding features: 

American Tel. & Tel. Co.: An outstanding feature 
of the market for this company’s capital stock has 
been its ability to absorb the greater number of 
shares outstanding resulting from debenture conver- 
sion. Since 1945, financing of construction has been 
through the sale of $2 billion in debentures, of which 
approximately 77% have been converted into stock. 
Nevertheless, the market for the issue continues to 
absorb the increase and at the same time work into 
higher ground, having moved up from 150%, ex- 
dividend when Tel. & Tel. made its last debenture 
offering in June, 1952, to a December high of 16134, 
with current price around 160. This method of 
financing has enabled the company to obtain sub- 
stantial amounts of new capital on a basis that has 
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capital shares outstand- 

ing, Anaconda Copper 
Mining Co., owns approximately 70.6% or 596,094 
shares. The company, rated the leading producer of 
copper wire, various types of copper cable and re- 
lated products, has made substantial expenditures 
for modernization and expansion in the last three 
years — well in excess of $3 million — results of 
which find reflection in materially higher earnings, 
despite the squeeze on profits by higher operating 
costs and taxes. Indicated net for 1952 of around 
$7.25 a share should hold at that level through a 
good part of the current year. This outlook is en- 
hanced by Washington’s action abolishing price con- 
trols and accounts in part for the better-than-aver- 
age market showing by the stock advancing from a 
December low of 4514, ex-dividend, to a January, 
1958, high of 57. There is no funded debt nor pre- 
ferred stock, consequently all of net earnings are 
applicable to the capital shares. Total cash disburse- 
ments in 1952, amounted to $4.25, consisting of 
quarterly dividends of 75 cents and an extra of $1.25. 
The last splitup in the stock occurred in 1947. That 
was on a 2-for-1 basis, and at that time the author- 
ized capitalization was increased to two million 
shares of which 1,156,086 shares are presently 
unissued. 

Bendix Aviation: One of the best acting issues 
recently is the stock of this company which is evi- 
dently discounting a year of expanded profits. After 
moving in a trading range between 45 and 60 dur- 
ing the past two years, it has finally broken through 
to a new high at 64. 

The company has “struck its stride” in produc- 
tion of military and civilian goods, showing a gain 
of 49% in sales from $340.5 million in 1951 to 
$508.7 million last year. Earnings too, jumped to 
$7.22 a share compared with $5.58 a share in the 
previous year. If the excess prolts tax expires, earn- 
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ings might reasonably approach $8.00 to $9.00 a 
share in 1953. With pre-tax earnings estimated to 
run around $25.00 per share for the next three years, 
net income could be greatly increased by possible 
tax reductions. 

Optimism is enhanced by the possible continuation 
of defense sales through 1955. At the end of fiscal 
1952, the company’s backlog of unfilled orders was 
$721 million compared with $698 million in the pre- 
ceding year. Heavy emphasis is also laid on research 
and engineering by Bendix, while developments in 
other civilian divisions further broaden the scope 
of the company’s activities and future earning power. 

Atchison, Topeka & Santa Fe: This road has been 
one of the favorite investment rails for many years. 
Along with the strong market for carrier issues in 
recent months, Atchison reached a top above 104, 
and is now selling around 97-98. 

Besides being in excellent physical condition with 
a high degree of operating efficiency, the system’s 
earnings are being maintained near peak levels. 
The company reported $13.29 earned per share in 
1952 and $13.83 a share the year before on total 
operating revenues of $604.5 million and $570.5 
million in 1952 and 1951 respectively. Despite large 
capital outlays, averaging $73 to $80 million for the 
past two years, working capital is exceptionally 
strong, amounting to, as of September 30th last, 
$114.5 million. In addition the road has no mort- 
gage maturities until 1995, maintaining a policy, 
since 1946, of cash payments for most new rolling 
equipment. Also, Santa Fe just announced setting 
up a voluntary bond retirement fund to facilitate 
payment of long-term debt. 

The stock yields over 5.8% on the $5.75 dividend 
paid last year, with a probable higher rate in 1953. 
Defense stimulated traffic and increased rates im- 
proved earnings in the recent past, but continued 
confidence in the Santa Fe lies in the promising 
longer-term growth factor in the rapidly expanding 
territory. 

Best Foods, Inc.: A factor contributing to the good 
market performance of Best Foods within recent 
weeks, moving the stock up to 3714, from a 1952 
low of 295%, is the Washington decision to eliminate 
price controls. Under more realis- 


be given to the fact that the dividend is secure and 
the improved outlook for earnings indicates a pos- 
sible higher payout and further appreciation in 
market value of the shares. 

Bethlehem Steel Corp.: The company’s good show- 
ing in 1952, with $8.80 a share earned for the com- 
mon stock points up the greater earning power 
resulting from the broad expansion and diversifica- 
tion program carried on since the end of the war. 
Capital outlays for this purpose have exceeded $630 
million, of which $140 million was spent in the year 
just closed. Another $165 million will be spent to 
complete construction previously planned and still 
under way. One result of the expansion has been to 
raise Bethlehem’s rated ingots and castings capacity 
to 17.6 million net tons per annum, while another 
hag been to bring about greater diversification of 
products, especially in the more profitable light steels 
that it is now turning out. Net for 1952, achieved 
despite price controls and the prolonged mid-summer 
steel workers’ walkout, justify market confidence in 
the common stock which registered a high of 5734, 
in January of this year and is currently selling 
around 5314. At that price the stock on prevailing 
rate of dividend at $4 annually, yields 7.4%, a lib- 
eral return on an issue holding an important posi- 
tion in the defense economy and having a growing 
peace-time earning power. 

Briggs Manufacturing Co.: Although 1952 opera- 
tions in its automobile bodies and parts divisions 
were adversely affected by curtailment of produc- 
tion in the automotive industry as a result of the 
steel strike, Briggs manifested a strong tone in the 
stock market, moving up from 33 to a recent high 
of 4234, where it continues to show sustained 
strength. The stock’s performance, particularly, since 
the beginning of the new year, reflects confidence 
that 1953 earrings will greatly surpass 1952 net, 
estimated at $4.50 a share. Lending support to this 
view is the company’s position as an independent 
auto body maker and its growing importance as a 
manufacturer of airplane parts, under way since 
1951 and augmented in 1952 by production of fuse- 
lage assemblies for the 6-jet Boeing B-47 Stratojet. 
At the same time in 1952 it began tooling up for 











tic economic conditions freeing it 
from the stifling grip of price reg- 
ulation, the company should be able re 


20 Stocks Acting Better-Than-Average In Recent Weeks 





to more convincingly demonstrate 
its growth possibilities. It has good 


Price Range Indicated Div. 





diversification of products and is 
further helped in building sales and 
earnings by the 1952 action of 
three more states legalizing the sale 
of yellow margarine, to bring the 
total to 41. Sales of margarine ac- 
count for a large part of company 
profits. Operations in the fiscal year 
ended June 30, last, produced per 
share earnings of $3.23. With more 
stable conditions in the raw ma- 
terials markets than prevailed in 
the 1951-52 period and relaxation 
of controls, a greatly improved 
showing by the company is likely 
in the current fiscal year. The pres- 
ent $2.50 annual dividend yields, at 
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Earnings Per Share Recent 

1952 1951 1952-1953 Price Div. Yield 

elses GOERS $11.93 16134-1507 160 $9.00 5.6% 
7.252 6.83 5472- 401% 54 4.25 7.8 
13.29 13.83 10434- 7312 99 6.00 6.0 
es 7.224 5.584 64 - 45% 63 3.75 5.9 
. 3.238 3.208 37'e- 295 37 2.50 6.9 
ita, “See 10.43 5734- 4612 56 4.00 7.1 
Ae eee 4.502 5.63 4234- 33 42 3.00 7.1 
1.504 1.504 25%e- 18% 24 40 1.6 
6.252 6.11 11734-102 116 5.00 43 
2.852 3.39 6112- 427 48 2.00 4.1 
3.252 3.02 2858- 22 27 50 1.8 
5.00° 5.58 33%- 2434 33 2.00 6.1 
eee 3.022 3.903 1834- 15% 18 1.50 8.3 
9.802 9.80 101 - 81 99 6.00 6.0 
5.502 6.28 5512- 4212 54 3.00 5.5 
3.002 3.01 4234- 3334 41 2.00 48 
4.20° 4.07 6134- 4834 61 3.00 49 
ene 3.752 4.48 42%- 33 42 3.00 7.1 
5.17 5.11 647%- 33 61 2.60 4.2 
3.302 3.22 48 - 42% 47 2.50 5.3 





recent market price around 37, a 
return of 4%. While this rate is 
relatively low, consideration must 
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1_12 months ended 11/30/52. 


3—Fiscal Year ended June 30. 
4—Fiscal year ended Sept. 30. 














the production of major airframe assemblies for 
other military aircraft, including a new 8-jet bomber. 
It is expected that the current year will be marked 
by a substantial expansion in these lines as well as 
by improved sales and net earnings resulting from 
higher car output by the automobile builders. Briggs, 
in keeping with its policy of dividend liberality, is 
currently on a $3 a share annual dividend basis. At 
recent price, this dividend yields a return of 7%, 
giving added attractiveness to an issue having 
growth possibilities because of the increasing diver- 
sification of company activities. 

Clinton Foods, Inc.: Recent market strength of 
this issue which carried it from a 1952 low of 1814, 
up to a recent high of 2514, reflects the turn for 
the better in the 1952 fiscal year net and the still 
brighter outlook based on the showing made in the 
first quarter ended December 81, last. The 1952 
fiscal net of $1.50 a share compares with 38 cents 
a share earned in the 1950-51 period and with $1.03 
earned in the first three months of the current fiscal 
year. Aside from this sharp comeback in earning 
power, a development of particular significance has 
been the company’s freedom, as one of the leading 
corn processors, from inventory disturbance such 
as marked operations in the preceding year, as well 
as the rise in dollar sales to a record first quarter 
figure, 16% ahead of a year ago. Abandonment of 
government price controls should prove of substan- 
tial benefit to Clinton Foods, and with dollar sales 
holding close to the first quarter level throughout 
the balance of the year, the company seems to be well 
on the road toward achiving new high sales and earn- 
ings figures. Recently, the stock was restored to a 
dividend basis with payments at the rate of 10 
cents a share monthly. 

Coca-Cola Co.: The improved outlook for the com- 
pany continues to attract increasing investor interest 
in its shares which have been demonstrating consid- 
erable market strength, moving up 1114 points from 
the December, 1952, low of 106. Net earnings for 
1952, estimated at $6.50 a share, compare with $6.11 
in the preceding year, are expected to move higher 
during the current year on the prospects of increased 
gallonage sales and widened profit margins resulting 
from lower sugar prices, a principal ingredient in 
the manufacture of the company’s syrup. Profit 
margins, as a result of the lifting of price controls 
on bottled soft drinks, may also be widened to some 
extent for the company’s wholly-owned bottling 
units, but this may not prove to be a very great 
factor considering that competitive conditions in the 
bottled soft drink field is likely to hold retail prices 
around prevailing levels except in areas where 
operating costs are exceptionally high. Nevertheless, 
Coca-Cola, because of its dominant position in the 
trade and aggressive sales policies throughout the 
world, continues to hold long-term growth potentials. 
Columbian Carbon Co.: Disappointing operating re- 
sults in the first nine months of 1952 caused the issue 
to slump from a high of 6114 to an October low of 
4314. The company, well positioned ag one of the 
leading carbon black producers, is estimated to have 
closed 1952 with net of about $2.60 a share, com- 
pared with $3.39 in 1951. With an improved outlook 
for carbon black consumption in the current year 
the shares have begun to climb back to higher levels, 
recently selling at 4734. Giving support to the up- 
ward movement are the strides Columbian has been 
making in developing as a natural gas and petroleum 
producer. Along with other oil companies, it has a 


20% interest in 9 million acres of Crown Permits in 
Saskatchewan where a well with an initial flow of 
3,600 barrels an hour was brought in in January 
of this year. So far the company has drawn down 
$10 million of a $20 million credit arranged for in 
1952 for carrying out plans extending into 1954 for 
construction of new manufacturing and processing 
plants and for the intensive development of oil and 
gas properties. The current annual dividend of $2.25 
a share affords a yield of 4.7%, a satisfactory return 
on an issue developing new growth possibilities over 
the long-term. 

Eastern Air Lines, Inc.: For some time now, this 
issue has been showing a firm tone, recovering more 
than half of the 1952 reaction which carried the stock 
down to 22 from its high of 285%, reached in that 
year. Despite the poor showing in the first nine 
months to Sept. 30, last, net income for the period 
amounting to 74 cents a share, Eastern is expected 
to report net for the full 12 months at close to $3.00, 
before including any profit derived from the sale of 
the last of its DC-3 planes. These have been replaced 
by 60 new Martin “Falcons,” twin-engined units of 
40-passenger capacity. Financing of Eastern’s cur- 
rent $110 million plane program is largely out of 
earnings and under Certificates of Necessity a sub- 
stantial portion is subject to the 5-year amortizatiton 
plan for tax purposes. While depreciation charges 
will run high, possibly to as much as $20 million 
by 1954, upward trend in regular passenger and 
cargo traffic, together with the likelihood of a sub- 
stantial increase in air coach travel, heighten East- 
ern’s prospects for higher 1953 earnings. 

General Tire & Rubber Co.: In commen with the 
other tire issues, General Tire common has staged 
a substantial recovery from its low of 2434 last 
year and is now selling at around 31. The stock was 
split on a two-for-one basis last year. The company 
for some years has been engaged in an unusual 
series of expansionary moves into a number of indus- 
tries not related to the basie business. Among them 
are TV-radio, chemicals and plastics, guided mis- 
siles and other lines. Ordinarily the extension of 
activity into so many diverse fields might lead to 
some scepticism as to whether or not there was some 
resultant over-diversification. The management, how- 
ever, has a high order of competence and apparently 
is making a success of the new ventures. For this 
reason, General Tire qualifies as a “growth” com- 
pany. In any case, it is making determined efforts 
to reduce its dependency on the normally cyclical tire 
industry, in which, incidentally, it occupies a high 
position as to product quality though, of course, it 
dogs not compare in scope with the “Big Three.” 
For the Nov. 30, 1952 fiscal year, earnings are esti- 
mated at $5 a share, two and a half times the regu- 
lar $2 dividend. Recent strength of the stock is 
predicated partly on expectations of a good year 
in the tire business and partly on future prospects 
arising from its dynamic growth possibilities. 

Goodall-Sanford, Inc.: This company was no ex- 
ception to the downtrend in the textile business dur- 
ing the past year as illustrated by its $1.05 a share 
deficit in the final six months of 1952 (fiscal year 
ends in June). However, the president of the com- 
pany has estimated sales for fiscal 1953 at $70 mil- 
lion compared with about $63 million the previous 
year. On that basis, it is reasonable to expect that 
profits in the final six months period of the fiscal 
year will more than overcome the deficit established 
in the first half. (Please turn to page 609) 
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been in receivership. 

Even though it is not likely 
that dividends will be raised 
soon, the current yield of 7.1% 
is sufficiently attractive. For a 
stock of this calibre, a 6.5% 
yield would be more in line 
and that would mean a price 
of perhaps close to 70. An ulti- 
mate raise in the dividend, by 
no means an improbability, 
could bring the stock even 
higher. 

Aside from the marked 
progress of the road in im- 
proving its capital structure, 
other important developments 
are: rapid industrial, espec- 
ially power, development of 











..» three Undervalued... 


Investment Rails 


By ROGER CARLESON 


_ the railroad group has been out- 
standing in the stock market during the past year, 
attention has been centered mainly on that compara- 
tive small number of stocks which have been in a 
persistent upswing. As usually happens under such 
circumstances, other rails of undoubted merit, 
though participating on a moderate scale in the 
group upswing, have nevertheless been somewhat 
neglected in favor of the high-flyers. Perhaps the 
reason is that such stocks have hitherto lacked the 
lustre and dynamism of the more rapidly moving 
issues and, consequently, have not possessed as 
much speculative appeal. However, for investors 
interested in a substantial yield and some possi- 
bilities of price appreciation, issues of the type 
referred to are still available at attractive levels. 
In the following, we briefly describe three such 
stocks, with essential statistical information sup- 
plied in the accompanying table. 

Great Northern Pfd. — This stock, selling at about 
56 and offering a yield of 7.1% has had a compara- 
tively narrow range in the past two years, or be- 
tween 45 and 57. At the same time, earnings have 
been impressive, at $9.11 a share in 1950, $7.83 
a share in 1951, and $9.10 a share in 1952. Divi- 
dends were established at the $4 level in 1951 and 
have been continued at varying rates from 1940. 
The dividend record of the company is remarkable 
in that from 1891, it has failed to pay dividends in 
only two periods, from 1933 to 1936 and in 1938-1939. 
Despite the wide dividend coverage, payments in the 
near future are not likely to exceed those disbursed 
currently as the company is steadily continuing its 
successful policy of reducing funded debt. Since 1940, 
funded debt has been brought down by over 35%, 
from $315 million at the end of 1940. Fixed charges 
are down 56% since 1935. It is interesting to note 
that this is the only western line which has never 
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the Northwest territory which 
it serves: potentials in the 
Williston Basin with regard to 
increased traffic generated by 
the oil discoveries in that sec- 
tion (the road will not di- 
rectly benefit from royalties 
as no substantial acreage is 
owned); and the normally 
large income from its approxi- 
mately 50% ownership of the 
Burlington System (North- 
ern Pacific owning the bal- 
ance). Additionally, the open- 
ing up of the huge taconite deposits in Minnesota 
which, while not yet of direct benefit to the road, 
have important long-term potentialities. The rapid 
dieselization of tractive (Please turn to page 604) 
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Data on Three Semi-Investment Rails 





Louisville & Norfolk & 
Nashville R.R. Western Ry. 


Great Northern 
Railway 





Total Gross Amount of Capital 
invested in new properties 
and equipment, 1946-52 






































(millions) $187.0! $197.0! $161.0! 
Annual Fixed Charges 1946 $ 86 $ 6.1 $ 2.0 
(millions) 1951 8.1 7.9 1.7 
(11 mos.) 1952 7.1 73 1.4 
Operating Ratio 1946 77.5% 82.8% 71.1% 
1951 74.2 76.8 66.9 
(11 mos.) 1952 72.6 77.1 70.8 
Earned Net Per Share 1946 $ 7.59 $ 4.95 $ 4.06 
1947 7.28 5.68 6.12 
1948 8.91 7.90 6.75 
1949 6.05 3.51 3.56 
1950 9.11 10.39 5.05 
1951 7.83 9.74 5.31 
1952 9.10 10.72 5.002 
Annual Dividends 1946 $ 3.00 $ 3.52 $ 3.25 
Per Share Paid 1947 3.00 3.52 4.37 
1948 3.50 3.52 4.00 
1949 4.00 3.52 4.00 
1950 4.00 3.52 4.00 
1950 3.50 3.52 3.50 
1951 4.00 4.00 3.50 
1952 4.00 4.50 3.50 
Recent Price 56 64 52 
Div. Yield 7.1% 7.0% 6.7% 
1_1952 estimated. *—Estimated. 
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Have Meat- Packing 
Ended Their Slump? 


By H. J. TRAVIS 





oo 
(2) aS 


ncniiiate skies have 9 4237-7 
cleared for the meat 
packers. After a year of 
belt-tightening they’re 
“eatin’ high off the hog” 
again. Food processing 
is a strange business. Although it is high'y essential 
— virtually a public utility —it is one of the most 
keenly competitive in the country and subject to an 
almost continuous profit squeeze. The adverse con- 
ditions prevailing in 1952 held down profits for the 
four major processors to an average of slightly more 
than half of 1 per cent of sales. No wonder the re- 
turns for stockholders have been skimpy. Elimination 
of artificial restraints on operations should promote 
a healthy recovery. 

Few industries are so dependent on mass produc- 
tion. Anything that prevents operating a meat proc- 
essing plant at capacity presents a serious hazard. 
This becomes readily apparent if one stops to realize 
that profits are measured in fractions of a cent a 
pound in the processing of livestock. Wide price 
fluctuations that affect the steady flow of animals to 
market or wage disputes that idle the processing 
machinery are the most serious threats to earnings. 
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Low Profit Margin 


Although the term “packer” still is applied to all 
meat processors, actually it is a misnomer for the 
major concerns. The large companies prepare live- 
stock for market, but they actually put up in tins 
or pack only a trifling amount. Supplies generally 
are kept moving in an endless chain from the slaugh- 
tering houses to wholesale distributing points and to 
retailers in refrigerator cars and in other cold stor- 
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age facilities. A few specialty 
packers preserve smoked meats 
and other meat products in cans 
or prepare special cuts in cello- 
phane for self-service stores, 
Sometimes other products such 
as soups are cooked and canned. 
The great bulk of meat moving 
from the cattle ranges of the 
West to large markets through- 
out the country is in the form of 
carcasses. 

Because of the narrow margin 
of profit, price fluctuations pose 
a serious problem for meat pro- 
cessors. In the case of pork, for 
instance, supplies generally are 
purchased in the late autumn 
or early winter to be held for 
several months while the conver- 
sion to ham, bacon, sausage, etc., 
takes place. A large proportion 
of the pork purchased in the 
winter is not marketed for six to 
nine months. Despite the use of 
“lifo” inventory methods, con- 
siderable risks are involved. 
Other products are held for 
periods of a few days to several 
weeks even though moderniza- 
tion of operations has speeded 
the movement of livestock from 
the farm to market. Rising prices 
tend to widen profit margins at 
times, but declining trends are 
difficult to combat. 

Two principal factors con- 
tributed to the meat industry’s 
unhappy experiences in 1952: 
(1) Declining prices of byprod- 
ucts and (2) price ceilings which 
hampered a steady flow of marketing operations. 
Some packers were squeezed bz ceilings on processed 
goods or by labor disputes. When profits depend 
importantly on a reasonable return from non-edible 
items in the slaughtering operations, a downtrend 
in commodities can prove a serious handicap. Fats 
and oils drifted almost steadily to lower levels in 
1952, for example, and hides were in oversupply. 
Tallow fell last year to about one-fourth of its post- 
war peak and at the low point was only a little more 
than half of the price prevailing in the autumn of 
1951. Hides declined in price almost 50 per cent in 
the year, while other items such as wool eased 
slightly. Price increases were negligible. 

Limitations on prices which processors were per- 
mitted to pay cattle raisers also restricted profitable 
operations by slowing the movement of livestock and 
holding slaughtering activities well below capacity. 
Removal of price ceilings on lamb and some other 
livestock toward the end of 1952 proved a favorable 
development in stimulating the movement of live- 
stock and in bringing down meat prices. Prospect 
of ending of controls on other meats contributed 
to the rush of cattle to market. 

In line with the general trend of commodities, 
meat prices sagged through most of the year and 
contributed to inventory losses. Wholesale prices 
averaged about 15 per cent lower last October than 
a year earlier, thereby necessitating writedowns for 
most packers despite the cushioning effect of inven- 
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scialty ‘ ; work stoppages that proved costly. 
meats had a serious effect on Cudahy = WHERE MEAT PACKERS Price declines on meat in process 
5 come Packing Company, one of the “big SALES DOLLAR GOES brought about inventory losses 
cello- four” which has not adopted last- chiefly in the third quarter of the 
stores in-first-out inventory pricing alli year. Adverse effects of govern- 
; such methods. Cudahy was adversely . Salil ment price controls on some prod- 
anned affected by a series of labor dis- 3 ucts which hampered an even flow 
roving putes which closed six plants for 5 1H%0t LIVESTOCK of livestock led to increased unit 
f the several weeks. z ‘La od me processing —_ A ag ng 
; ‘ arm products recovery in profit margins in the 
— Promising Factor in High National P final quarter held out hope of 
Income better results in 1953. 

. 3 Indications point to rising con- 
phen Conditions apparently have Bot OTHER expenses sumer demand and, with elimina- 
t pro- turned for the better, however, Fe 9%o¢ PAYROLLS tion of price regulations, more 
k, for with signs of a stabilization in adit 10 normal profit margins are antici- 
ly are meat prices and with demand re- 3 4-1 Yot TAXES pated. Earnings this year are ex- 
itumn sponding favorably to lower retail SBS ¢ NET PROFIT pected to compare favorably with 
“ quotations. High national income tO uinsollexpenses | tHe 1951 showing of about $16 
onver- is a reassuring factor, for con- ee PSP million, or slightly more than $3 
e, etc, sumption of meat tends to follow a share. Difficult problems in re- 
ortion the trend of employment and of factory payrolls. cent years have necessitated conservative dividend 
in the All indications point to new high records in national folicies. Payments have been reduced on the $6 
six to income this year. Maintenance of uninterrupted cumulative preferred shares, but the recent distri- 
use of movement of livestock to market would permit eco- bution of $3 a share reduced accumulations to $10.50 
, con nomical operations. Indications currently point to a share. No payments on the common have been 
rolved. impressive recovery in earnings in the industry. made since 1948, and resumption seems unlikely over 
d for The prospects for a representative group of pro- the near term. 
everal cessors will be discussed in the following comments. 
rniza- Relevant statistical information may be found in Cudahy Packing Co. 
needed the accompanying tabulations. 

: from Reflecting adverse effects of labor trouble and 
prices Armour & Co. inventory losses, Cudahy experienced one of its 
rins at ' : worst years in 1952. This concern, the fourth larg- 
ds are : In — with representative packers, Armour gst in the industry, has chosen not to rely on “last- 
& Co., the second largest factor in the business, jn first-out” inventory accounting. Accordingly, it 
} con- experienced a disappointing year in 1952, but re- has been subject to wide fluctuations in phere Fm 
istry’s sults in the latter part of the period were sufficiently products as a result of distributed economic ennai: 
1952: encouraging to raise hope of a substantial improve- tions. Unusual advances and subsequent declines in 
yprod- ment this year. Although tonnage handled increased jivestock and meat prices as well as in byproducts 
which 4.7 per cent in the 53 weeks ended November 1, sales jaye contributed to substantial profits at tises but 
: in dollars declined moderately to $2,184 million from ,.;,: : , ; P eal pede 
ations. $2.15 milli ; : rigid price controls have held down earnings, while 
cessed , million in the preceding year. Net profit high taxes have hurt in good times. Inventory | 5 
: . y losses 
jJepend dropped to $1.02 a share from $3.20 in 1951. Earn- accounted for the $7.1 million deficit of 1952 
edible ings stemmed from non-food operations. Operations S sati ; Sian a f : 
ntrend | it foods resulted in a net loss of $1.32 million, while Hie wi age em tor the large ‘oes of 1902 
er non-food business, especially chemicals and pharma- ™A@Y, De rea ize this year if the promising upturn 
sete ts ceuticals, contributed earnings of $8.46 million. In continues. The impact of corporate taxes will be 
supply. the previous year non-food activities contributed maintained and an encouraging recovery seems 
s post. | °atnings of $12.49 million of a total net income likely to be achieved. This development should per- 
npn of $16.03 million. mit resumption of dividends on the preferred before 
imn of The disappointing showing could be attributed too long unless management feels that need for bol- 
sent in primarily to abnormally high operating costs in the stering finances dictates a cautious policy. Possibility 
eased first part of the year, when labor disputes caused of adoption of an (Please turn to page 607) 
re per- 
»fitable Statistical Data on Meat Packing Companies 
eck and 
pacity. Net Sales Price 
; other 1952 a 1951 Net Per Share Div. Per Share Recent Div. Earnings Price Range 
vorable (Millions) 1952 1951 1952 1951 Price Yieldt Ratio* 1951-52 
yf live- Armour & Company. $2,184.0 $2,215.2 $1.00 $3.20 12 12.0 127%%- 8% 
rospect Cudahy Packing 562.5 640.4 (d) 4.87 58 7% 11 - 5% 
> Hormel, G. A., & Co. 306.1 303.6 4.02 4.54 $2.50 $2.50 45 5.5% 11.2 50 -42 
ributed International Pkrs. 148.5! 136.2! 60 1.20 10% 5.6 15%- 9% 

Morrell, John, & Co. 292.4 307.6 31 1.53 50 50 13% 3.7 44.3 181-12 
odities, Swift & Co... 2,592.6 2,524.2 3.66 2.04 2.00 2.35 3834 5.2 9.1 40 -30% 
ronmehae Wilson &Co.......... 826.3 823.5 1.27 1.79 502 1.00 1134 43 9.3 15V%4- 8% 

prices (d)—Deficit. 1_9 months ended September 30. 
ay than +—Based on 1952 dividends. 2—Dividend omitted Aug. 8. 1952. 
vns for *—Based on 1952 earnings. | 
inven- a = Sa = ——— 
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Companies With Largest 
Retained Earnings 
—Over Past 10 Years 


By JOHN D. C. WELDON 


o. of the most reliable measurements of cor- 
porate growth and solidity is the amount set aside 
from earnings each year to provide for (1) plant 
expansion and improvement, (2) replacement of old 
with new and latest equipment, (3) establishment of 
greater research and development facilities, and (4) 
the strengthening of working capital. 

The best managed companies make sure to provide 
funds for all four categories. It is not sound practice, 
for example, to enhance and expand the physical 
properties if working capital is unhinged at the same 
time. By the same definition, the piling up of liquid 
assets without at the same time promoting the phys- 
ical base of earnings is likely to deprive the company 
of an opportunity for growth. For this reason, the 
mere possession of a large amount of retained earn- 
ings is not too significant in itself. Of greater im- 
portance is the use to which these retained earnings 
are put. . 

Assuming the proper utilization of retained earn- 
ings, which is uniformly the case in the most pro- 
gressive and successful corporations, it will be found 
that, in the long run, this is more important than 
the actual rate of dividends in a particular year. 
The point is that far-sighted and effective use of 
adequate retained earnings lays a strong foundation 
for future earnings and, hence, dividends. Therefor, 
it is a matter of the greatest importance to the bona- 
fide investor, looking far ahead and who is not too 
much concerned with his current return. 
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To be sure, most investors 
neither have the time nor the 
essential technical background 
to acquire the data needed on 
corporate financial policies, and 
the fruits of such policies, as 
translated into the dull statistics 
found in official company re- 
ports. In order to assemble such 
material for the convenience of 
our readers, however, we have 
prepared the accompanying table 
on 15 companies which have re- 
tained -an unusually high per- 
centage of earnings over the past decade. In order 
not to complicate the data presented too much, and 
therefore make the table too difficult for the average 
investor to absorb, we have eliminated the break- 
down of such surpluses into specific categories of 
plant expansion, research expenditures and working 
capital. These do not appear in the table but will be 
described in the individual analyses of some of these 
companies which appear later on in this article. 

Most of the companies listed in this table have 
pursued a consistent policy of retaining at least as 
much for corporate purposes as they paid out in 
dividends. This has not been sporadic but part of a 
basic policy of building up the company’s assets. The 
result in all but one case (Illinois Central) has been 
the creation of an earning power at the end of the 
past decade far greater than at the beginning. These 
gains have varied from 225% to 612%. The one 
exception is Illinois Central but this is due to the 
fact that the base period of earnings taken—1941- 
19438—showed an average almost equal to recent 
years’ results. Hence, the comparison of earnings 
between the two periods is necessarily unimpressive. 
On the other hand, the enormous addition of re- 
tained earnings in this case has undoubtedly been 
largely responsible for the maintenance of the pres- 
ent high earning power of the road. 

As indicated in the final column of the table, giving 
the percentage increase in earning power of the 
individual companies, the rate of growth in the ten- 
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year period has corresponded 
more or less to the amounts 
ploughed back into the com- 


BUSINESS EXPENDITURES ON NEW PLANT AND EQUIPMENT 


SECURITIES AND EXCHANGE COMMISSION AND DEPARTMENT OF COMMERCE ESTIMATES 


QuaRTERLY BILLIONS OF COLL ARS 





BILLIONS OF DOLLARS 
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panies. In other words, growth 
has been assured in proportion 
porate purposes from the earn- nanan an as 
ings available. 


MANUFACTURING AND MINING 


to the amounts saved for cor- ‘ call 


A Sound Index | Pr) 


This is one of the best indexes | 
to growth potentials as a satis- . 
factory ratio between retained 
earnings and development of 
earning power over a broad pe- 
riod is an assurance of a pro- 
gressive management policy for 
the future. With the base of cor- 
porate earning power widened 
in this manner, the investor is 
given extra insurance as to the 
long-term dividend trend of his 
company. Indeed, it may not be 
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too extreme to assert that com- 
panies which have an unusually good record with 
respect to retained earnings are likely to have the 
best potentialities for continuation and, probably, 
increases in their dividend rates. 

While the above describes in a general way the 
relationship between retained earnings, on the one 
hand, and development of earning power and divi- 
dend potentialities, on the other, several additional 
observations should be made. 

The first deals with the function of retained earn- 
ings in cyclical industries, such as steel. In this case, 
is is obvious that the building up of physical and 
financial assets not only provides for future earning 
power but also tends to act as a brake in times when 
such industries, in a cyclical downswing are con- 
fronted with poor business conditions. In such in- 
dustries, therefore, the building up of adequate re- 
serves of all kinds is an imperative and companies 
in these fields which do not materially qualify in this 
respect are not suitable for in- 


available in some cases, we have used the latest 
figures at hand, thus including our approximation of 
figures for that year. For example, where in the 
following we refer to the amount invested in physical 
facilities for the ten-year period, this includes our 
estimate of the 1952 figure which is added on to the 
figure for the preceding nine years, giving the record 
for the full ten years. 


Armco Steel Corporation 


In the 10 years since 1943, Armco retained slightly 
more than 65% of total net earnings. The sum, equal 
to $34.97 per share of capital stock, in round num- 
bers, adds up to $156 million. Between 1943 and 1951 
inclusive (later figures not yet available) capital ex- 
penditures for property, plants and equipment 
amounted to $181.5 million. Gross property balance 
increased from (Please turn to page 611) 
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vestment. 

The second deals with newer 
industries, such as aluminum, 
and television, for example, 


| 15 Companies With Exceptionally Large Retained Earnings 


During the Past 10 Years 











which are in a dynamic state of % ot Earned —-% Increase 
expansion and which require ex- Retained Dividend Retained Earned Per Share In Earning 
* * : Net Per Pay-Out Earnings Per 3 Year Power 
ceptionally large working capital Share Per Share Recent to Recent Share Average 1943 to 
as well as continued enlargement 1943-52* 1943-52 Price. ~——~Price 1943 1950-52 1950-52 
: —— oe ba ape Armco Steel $34.97 $1875 42 84% $1.14 $812 612% 
lons, dividends are likely to re- Bethlehem Steel 5... 41.77 26.90 56 74 2.86 10.46 265 
main comparatively low for a || Crown Zellerbach 31.36 1830 63 50 2.13 7.36 245 
considerable period, despite the Firestone Tire & Rubber. 45,91 20.87 71 64 3.20 10.51 228 
wes aoe eee Ee 758 (154) a9 161569253 
; + . u tT . “ ‘ \e 
urally investment in such indus- Illinois Central 118.04 9.50 86 137 14.051 1654 17 
tries is more suitable for those McGraw Electric 25.59 28.00 70 36 1.84 783 325 
concerned with quite long-range National Steel 23.10 17.75 49 47 1.61 6.26 288 
considerations as opposed to that Otis Elevator : i be pas ps pn << = 
: ; r ; Reynolds Metals 7 ; A E 

class of investor who requires an Skelly Oil 50.41 1485 82 61 1.71 10.16 494 
immediate yield of adequate Studebaker 33.52 15.85 41 81 1.23 6.97 467 
proportions. Sun Oil . 31.42 6.46 81 38 1.54 5.91 283 

In the following, we describe United Biscuit 25.94 12.60 37 70 1.35 446 230 
briefly how several of the com- *—Includes estimated earnings for 1952. 
panies listed in the table invested Note: Where possible adjustments due to payment of minor stock dividends have been made. 
their retained earnings over the In such cases the actual figures given are to be considered only as approximations. 
past decade. Owing to the fact 1—3 year average 1941-1943. 
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By GEORGE L. MERTON 





W <tr few exceptions, 1952 was an outstanding 
year for insurance shares. A dozen or more com- 
panies increased or paid extra dividends and many 
issues moved steadily upward into historically high 
ground. Some of the price gains, when compered 
with market values at the close of 1951, ran as high 
as 40%; several stocks surpassed this mark, and 
only two out of a compilation of 54 issues showed 
minor declines. 

A strong tone continues to underlie the market for 
the insurance group. A few issues have recently 
shown a tendency to mark time, but others have 
added to their gains so far in 1953, reflecting long- 
standing confidence in the shares of well-managed 
insurance companies by investors, including institu- 
tions, investment trusts and pension fund trustees. 
Records of these companies show this confidence to 
be well-founded. Many of them have been operating 
for a hundred years and more with unbroken divi- 
dend records going back as much as 75 years, and in 
some instances beyond that. 

This applies specifically to the companies writing 
the principal risks classified as “fire insurance” busi- 
ness. Despite an occasional year of higher than aver- 
age payouts for fire damage, they operate in a profit- 
able field as their long records attest. The trend in 
underwriting profits in recent years has been toward 
higher levels, if allowance is made for the large 
“extended coverage” losses resulting from the 
November, 1950, windstorm, with 1952 net under- 
writing profits being just under the all-time high in 
the history of the business. 
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Prospects for a 


uptrend over the 
long-term seem well. 
defined. It would he, 
of course, too much 
to expect that the 
hazard of fire could 
be altogether elim. 
inated, but modern 
building construc. 
tion, increased and 
more efficient fire 
fighting facilities, 
together with more 
stringent city ordi- 
nances are unques- 
tionably remedying 
conditions that here- 
tofor were the cause 
of conflagrations. In 
addition, the work 
of the fire insurance 
companies and the National Board of 
Fire Underwriters in educating the 
public as to the need for continuous 
attention to fire prevention is undoubt- 
edly having an effect in awakening the 
individual to the need for guarding 
against carelessness, the cause of 90% 
of all fires. 





The Casualty Companies 


There is likewise an improved outlook 
for the insurance companies writing 
casualty policies. Granting that 1951 
operations in this field were unprofitable, 
some underwriters reporting the largest 
losses in their history, the encouraging results in 
1952 serve as an index to a still better year in 1953. 

The gains so far :an be attributed to higher rates 
on bodily injury and property damage insurance 
lines. Obviously, rates in force in 1950 and 1951 were 
too low considering the large increase in the number 
of automobiles on the road, the inflated cost of med- 
ical care and property replacement. Higher premium 
put into effect in 1951 and 1952 enabled a number of 
the writers of this type of insurance to reach or 
come close to a break-even point during 1952. The 
current year is expected to show a continuation of 
the improvement, although the full benefit of the 
increased rates will not be seen until policies in force 
before the rise expire and are renewed, a process 
that, in some instances, will extend over the next 
year or two. 

Meanwhile, the underwriting companies directly 
and through the Association of Casualty & Surety 
Companies continue the safety campaign to lower 
the toll of death, injury and property damage on the 
highways. It has enlisted the aid of the National 
Safety Council and other organizations, including 
the American Association of Motor Vehicle Admin- 
istrators. The latter is carrying on important work 
in highway safety efforts such as improvement of 
driver licensing procedures, motor vehicle inspection 
and driver improvement programs. 

The outlook for the “fire” companies is for an- 
other new high in premium volume and another good 
year from the standpoint of net underwriting prof- 
its, although there is a growing belief that this 
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uptrend will result in a reduction in premium rates, 
possibly this year or a little later. It is the practice 
to determine rates on the basis of actual experience 
over a period of years—usually five. When losses are 
heavy the rate is adjusted upward, but when under- 
writing profits are exceptionally high, as they have 
been in recent years, a downward adjustment can 
pe looked for. 


Investment Portfolios 


Meanwhile, the “fire” as well as the casualty- 
surety companies have been benefitting materially 
through income from and enhanced market value of 
the equities in their investment portfolios. These 
portfolios, which contain a certain amount of Gov- 
ernments and corporate bonds and preferred stocks, 
are largely made up of equities. Their contents rep- 
resent the investment of capital and surplus funds, 
a bulwark against any and all claims. They con- 
stitute an important phase of the insurance business. 

Capable portfolio management has been a big 
factor in the growth of the individual companies. As 
a rule, it is the net return on investments that de- 
termines the dividend policies as it is practically 
standard practice to utilize underwriting profits for 
expanding operations in the insurance field and in- 
creasing surplus. 

The ratio of one class of securities to the others 
in the portfolios varies with each company. For in- 
stance, Continental Insurance had, at last reports, 
about 17% of funds in Governments, 21% in cor- 
porate bonds and 47% in equities, with the balance 
in cash, preferred stocks and a comparatively small 
amount of real estate mortgages. Hanover Fire dif- 
fered in that about 40% of funds were in Govern- 
ments, only 2% in corporate bonds, with 23% in 
common stocks. The latter seems to be fairly repre- 
sentative of most of the other companies in the “fire 
insurance” group as well as for the casualty-surety 
units, although some of these have the bulk of funds 
-as much as 45 to 70%—in Governments and cor- 
porate bonds with the balance—from 12 to 23% — 
about evenly divided between cash resources and 
common stocks. 

Whatever the ratios, net investment income from 
these sources has been in a gradual and sustained 
uptrend for several years with indications that 1953 
income increment will at least be equal to the grati- 
fying results for 1952. Along with this anticipated 


showing is the favorable outlook for a continuation 
of increasing underwriting profits to further swell 
surpluse8 and in turn expand investment portfolios, 
bringing liquidating value or stockholders’ equity 
to a still higher figure. ; 

Age notwithstanding, insurance underwriting, 
particularly for the “fire” insurance companies, con- 
tinues to be representative of a growth industry. 
Currently, about 42% of the total insurance under- 
written by these companies represents fire coverage. 
Motor vehicle fire and theft coverage has been in- 
creasing rapidly to where it represents 31% of the 
total and has proven a profitable business. Further 
growth in this division is looked for as more auto- 
mobiles come on the road, with standard fire cover- 
age expanding substantially with an increasing 
population requiring new homes at the rate of 1 
million a year, the billions of dollars in new indus- 
trial plants, to say nothing of the millions of dollars 
in new domestic appliances such as TV sets and 
electrical equipment. 

Several factors contribute to the attractiveness 
of insurance shares despite their price gains over 
the last year or so. Dividends are still on a conserva- 
tive and secure basis. The current rate of payout, 
even by those companies that recently increased 
dividends, is generally well below annual net earn- 
ings. Further or additional boosts in dividend rates 
could be made by most of the companies without 
impairment of financial strength. 

The fire and casualty companies underwriting 
property damage are in a favorable tax position. 
While statutory underwriting gains are subject to 
tax, earnings from this source normally represent 
but a small portion of the total to which net invest- 
ment income usually contributes heavily. Much of 
the latter is composed of dividends on stocks owned, 
and 85% of such income is tax free. 

Moreover, insurance shares, particularly those of 
the “fire” companies, offer good diversification. They 
represent a combined underwriting and investment 
activity, the latter being comparable with that of 
the closed-end investment trusts. To this should be 
added their growth possibilities in the insurance field 
over the long-term. Recognition also should be given 
to the fact that in the interim shares of those com- 
panies with a substantial percentage of funds in 
common stocks will be susceptible to general mar- 
ket trends. 

In the accompanying (Please turn to page 604) 
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i ee 
Representative Fire Insurance and Casualty Stocks 

Indicated Approximate Asset Value Ratio Market 
Market Price* Annual Eamings Per Share 5 Year Average Per Share Price to 

Bid—Asked Dividend Est. 1952+ 1951 1948-52 6/30/52 Asset Value 

Aetna (Fire) Insurance ........................... 58- 60 $ 2.40 $ 4.85 $ 2.51 $ 5.85 $ 98.06 62.9% 
Continental Insurance .......................... 811 2.80 5.85 3.23 5.33 85.75 94.4 
MOONE Ge DIOIGOIE ©... 5.6.-secsecsiccxncasassevsacses 87- 92 3.25 7.50 7.90 7.9% 114.90 76.6 
WORIOTEEYOPTNOMENE ...-..:.c<cencsscsercesssseceseorecesecs 821 2.80 6.10 3.17 5.59 97.45 84.1 
ce ee preter eee 59- 61 1.60 3.50 3.54 4.21 64.82 91.0 
Great American ................c00cccceeceee, 89- 40 1.50 3.60 2.17 3.22 54.092 72.2 
REE 2 KONO ld Sn ose, Le 39- 41 1.80 4.35 2.87 4.02 64.69 60.2 
Hartford Fire nee sessdevsscvene EGGERS 3.00 12.00 9.23 12.05 152.392 108.3 
MUNN MNUROMNENO 3-5-0 5c cncansceatsaciesueszecs 40- 42 1.80 3.60 2.98 3.66 58.67 68.1 
Insurance Co. of North America 90- 92 2.50 5.85 4.87 5.47 83.46 | 107.8 
National Fire Insurance 67- 69 2.60 6.25 6.02 7.92 118.12- 56.7 
U. S. Fidelity & Guar. ...... ae . 66- 68 2.00 4.00 212 5.58 77.34 85.3 

*—Minus fractions. 2—Asset values as of December 3!, 1951. 
1_Closing price N. Y. S. E., 2/2/53. +—All possibl deration given to year-end abnormal adjustments 
in loss reserves. 
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Natural Gas 

The end of Federal price con- 
trol probably will mean higher 
selling prices for natural gas. 
Producers thereof, mainly big oil 
companies, will benefit more than 
pipe-line distributors, since rates 
charged by interstate lines will 
remain under Federal regulation, 
whether or not the latter becomes 
a little more lenient. Oil com- 
panies with outstandingly large 
gas holdings on a per-share basis 
include Phillips, Pure and Cities 
Service. However, although none 
releases any breakdown, oil pro- 
fits undoubtedly remain much 
more important than gas profits. 
At the present time, the outlook 
for 1953 oil profits is no better 
than that in 1952; and it could be- 
come moderately poorer. Growth 
of oil-product demand has nar- 
rowed, compared with the 6% to 
10% rate of five years through 
1951; production and inventories 
are currently a little on the high 
side and might need a bit of cut- 
ting back, unless the rest of the 
winter’s weather is quite favor- 
able for fuel-oil consumption; and 
refinery spreads have been grad- 
ually narrowing since 1951. Oil 
stocks, with or without a gas con- 
tent, do not appear to be candi- 
dates for above-average apprecia- 
tion in 1953, although the best re- 
tain appeal on a long-term invest- 
ment basis. 


Box Score 

In January 20 companies re- 
duced or omitted dividends, 
against 19 in the same month a 
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year earlier. On the other hand, 
more companies increased regular 
dividend rates than in any month 
since February, 1951. These total- 
led 66, compared with 39 in Jan- 
uary, 1952. Favorable actions— 
including increases, extras, initial 
payments, resumed payments and 
payments on arrears—totalled 204, 
against 180 in January, 1952. 
Due largely to the cumulative 
weight of increased regular rates, 
total payments in the first half 
of 1953 can be expected to show 
some year-to-year gain. At least 
a small full-year gain now seems 
likely, but much will depend, as 
usual, on the year-end extras. At 
this distance, it is conjectural 
how they will compare in the ag- 
gregate with those of November- 
December, 1952. In the latter 
months there were 859 extras, 
against 807 in the same 1951 pe- 
riod. Some were smaller, some 
larger than a year earlier. 
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Phillips Petroleum 

Currently at 6114 in a 1952. 
1953 range of 647-4814, this 
stock has held up much better 
than the oil group. It is the only 
major oil stock which moved 
ahead to a new high—attainment 
of the price of 647% having been 
fairly recent—following substan- 
tial general reaction in oils. Yet 
the stock yields only a little over 
4.2% on the recently increased 
$2.60 annual dividend rate, which 
is materially less than the yield 
on many other Big-Name ous. The 
answer to the investment appeal 
which the stock reflects is its high 
natural gas content. The com- 
pany’s gas reserves are not only 
huge, but were roughly doubled 
in three years through 1952, with 
most of this addition through re- 
ported new discoveries in 1952. 
Figured at 4 cents per 1,000 cubic 
feet, whereas new-contract selling 
prices average over 10 cents per 





Sites occ seems: 





Atlas Plywood Corp. 
Bangor & Aroostook R.R. 
Southern Pacific Transp. Sys. 
Sparks Withington Co. 
Motor Products Corp. 








Falstaff Brewing Corp. 
Illinois Central R.R. 


Delaware & Hudson Co. 


Pacific Lighting Corp. Deesiseroe : 


Daystrom, Inc. 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 
1952 1951 
. 6mos. Dec. 31 $ .70 $ .51 
Year Dec. 31 5.13 3.69 
.. Year Dec. 31 7.09 5.81 
6 mos. Dec. 31 49 oat 
. Dec. 31 Quar. 1.18 96 
.. Year Dec. 31 1.67 1.31 
.. Year Dec. 31 16.26 12.72 
Dec. 31 Quar. 5.61 3.42 
Year Dec. 31 4.97 3.55 
9 mos. Dec. 31 1.71 85 
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1,000 cubic feet, the gas reserves 
alone have a value of about $62 
a share of Phillips stock, which is 
approximately what it is selling 
at. Crude oil reserves at the usual 
valuation of 75 cents a barrel are 
estimated to be worth at least $50 
a share, making a total value of 
reserves of around $112 per share. 
The basic trend of gas prices is 
upward, and it probably will 
speed up with expiration of Fed- 
eral price control. Even so, no- 
body is going to get rich quick by 
buying or holding this stock. It 
will take years for the “gas con- 
tent” to bear full fruit in earning 
power. Meanwhile, year-to-year 
betterment of earnings figures to 
be moderate at best; and heavily 
conditioned by the profitability of 
oil operations. There is a stronger 
case for sitting tight with hold- 
ings bought at lower levels than 
for new buying with hope of fast 
profit. 


Oil Prices 


Only recently some top execu- 
tives in the oil business were pub- 
licly warning of the threat of 
over-production, with possible re- 
sultant weakening of the indus- 
try’s price structure. Currently 
there is some opinion—on the part 
of other oil men—that the end of 
OPS control will be promptly fol- 
lowed by a boost in crude oil 
prices, and proportionate upward 
adjustment of product prices. 
Well, time will tell which way the 
cat will jump. Certainly there is 
nothing like a price hike—if it 
sticks—to add materially to the 
market valuations of oil stocks. 
We would rather hold oils pending 
developments after price control 
is lifted, than bank on good price 
news. 


Warren 


We have pointed out before that 
demand for liquified petroleum 
gas, processed from natural gas, 


is growing at a rate much faster 
than that for oil products; and 
that this is the main business of 
Warren Petroleum, which also 
produces natural gasoline and 
crude oil. Supporting our favor- 
able opinion of this stock, the 
company’s gross revenue showed 
a year-to-year gain of about 25% 
in six months to December 31, 
while net income rose 39% to 
$3.11 a share, from $2.23 in the 
like 1951 period. Net for the fiscal 
year ending next June 30 should 
readily approximate $6 a share. 
The stock has had a moderate re- 
cent rise. On indicated earning 
power, plus promise of important 
further longer-term growth of 
revenue and profits, it still ap- 
pears under-valued at the current 
price of 3514. 


Instruments 

It is easy and no doubt true to 
say that there are Big Things 
Ahead in electronics, petro-chem- 
icals, atomic-energy  develop- 
ments, etc. But investing or specu- 
lating on these potentials is some- 
thing else again. You can pick a 
big and strongly established com- 
pany which is likely to partici- 
pate, but it will have so many 
irons—old and new—in the fire that 
its present earning power is un- 
likely to be “revolutionized” in 
the world of technological won- 
ders that lies ahead. Or you can 
pick the stock, usually an over- 
the-counter issue, of some small, 
relatively new concern which is 
staking its shirt, and yours, on 
electronics, atomic-energy or 
whatnot. To say that the risk is 
high in that approach is an under- 
statement. The general trend is 
certainly toward mechanization, 
with a maximum degree of auto- 
matic operation and control. This 
means a rising average level of 
sales, although it will be by no 
means immune to cyclical slumps 
in business activity, for makers 
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American Distilling Co. 

M. & M. Wood Working Co...... 
Morrell (John) & Co. ... 
American Steel Foundries ..... 
Phila. & Reading Coal & Iron 
Brooklyn Union Gas Co... 
Kaiser Steel Corp. .... 

Pabco Products ...... eee 
Allied Mills, Ime. .......0................ 
Mialhina (Miles. 665 ox. 2026806. 0cc0i ss cccu. 


DECREASES SHOWN IN RECENT EARNINGS REPORTS 








we semana 
1952 1951 

Dec. 31 Quar. $ ..70 $1.08 

. 9 mos. Nov. 30 -64 1.51 
53 weeks Nov. 1 .31 1.53 
Dec. 31 Quar. 1.28 1.44 
Dec. 31 Quar. -97 1.43 
Year Dec. 31 1.83 2.24 
Dec. 31 Quar. 43 81 
Dec. 31 Quar. 13 -26 

.. Dec. 31 Quar. 48 74 
. Year Dec. 31 2.63 3.36 
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of control instruments and de- 
vices. They are numerous and 
many of the stocks are speculative. 
Among those with a high control- 
instrument “content”, the four 
best issues are Minneapolis- 
Honeywell, which is the No. 1 
company in this general field, 
Cutler-Hammer, Weston Electri- 
cal Instrument and Sangamo 
Electric. 


Stocks 

In a market which is on the 
reactionary side, in terms of the 
averages, as this is written, the 
individual stocks which are doing 
enough either way to take the 
spotlight are mostly on the strong 
side. Among prominent issues 
new bull-market highs have been 
recorded by American Tobacco, 
Consolidated Edison, Continental 
Can, General Motors, Liggett & 
Myers, National Dairy Products, 
Phelps Dodge, Otis Elevator, Rey- 
nolds Tobacco and United Biscuit. 
Among the many secondary issues 
showing special strength recently, 
without help from the averages, 
are Carrier Corp., Chicago Pneu- 
matic Tool, Elliott, General 
Bronze, Gillette, Halliburton, Hou- 
daille-Hershey, McCord Corp., 
Nash-Kelvinator, Purity Bakeries, 
and Waldorf System. 


Confectionery 

Stocks of makers of chewing 
gum or candy have mostly been 
edging up, in anticipation of bet- 
ter earnings resulting from lower 
ingredient costs. One of the best 
is American Chicle, previously 
cited here. The company may have 
had most of its lift from chloro- 
phyll gum and mints which, un- 
der the name Clorets, it was the 
first to introduce to the market; 
but it figures to retain this added 
volume. Margins will be aided by 
lower ingredient costs; and ex- 
pected EPT relief after June 30 
will help importantly, since the 
company reached the 60% tax 
bracket in the second half of 1952, 
against a little over 53% in 1951. 
Last year’s $2.50 total in divi- 
dends might well be _ bettered, 
since finances are strong. The 
stock is at 49, yielding 5.1% re- 
turn. Among the candy makers, 
Hershey Chocolate is one of the 
better stocks. With cocoa and 
other costs lower, 1952 net prob- 
ably was around $4 a share, or 
a little more, against $3.66 in 
1951. At 4314, the yield from the 
regular $2 dividend is about 4.6% 
and not outstanding. However, 
2% stock dividends were paid in 
each of the last two years. 
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Whats Qhead por Business? 


By E. 


The elimination of federal price controls over a large por- 
tion of our economy has posed innumerable questions and 
is forcing business men and investors to give serious considera- 
tion to various aspects of 
the commodity situation 
which heretofore had re- 
ceived but scant attention. 
During the past decade, 
there have been only four 
full years, 1947-1950, when 
prices were virtually free to 
respond to the workings of 
supply and demand, and 
these years were sufficiently 
abnormal in other respects 

as to provide only a mini- 
ene ad = mum basis for the evalua- 
tion of a free price economy. 

The unfortunate tendency 
of many business men to 
draw rigid parallels with 
some previous point in time, 
disregording the surround- 
ing factors, has resulted in 
a number of misconcepts on 
the probable effects of price 
decontrol. At the end of 
October, 1946, price con- 
trols were abolished in re- 
sponse to popular demand. 
teat Held down unnaturally for 
around five years, during 
which time employment and 
national income had risen 
sharply, prices bounded up- 
ward under the impact of 
high level demand and 
rather general supply short- 
ages. 

Within a year, the unusu- 
ally rather sluggish Bureau 
of Labor Statistics index of 
wholesale commodity prices 
had risen approximately 15 
percent. A vicious wage- 
price spiral developed, fo- 
mented to some extent by 
the administration in Wash- 
ington, carrying the price 
level up to a new all-time 
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high in the Summer of 1948 before a natural reaction set in. 
The outbreak of the Korean war resulted in a fresh upward 
extension of the price spiral to a new high in early 1951, 
from which level prices since have been slowly receding. 

It can be said categorically that there will be no repeti- 
tion, even on a small scale, of the price rise that followed 
the lifting of price conrols at end-October, 1946. At that 
time, although it was not generally recognized, we were in 
the midst of an inflationary situation, world wide in scope, 
that had been generated by the fiscal and monetary policies 
of the greatest world war in history. Prices, long held in 
check, had no other way to go than up. Now, on the other 
hand, although it is not generally recognized, we are in a 
period when the forces of deflation appear to be at least 
balanced against those of inflation and quite possibly gain- 
ing ascendancy. It is well to remember, in this connection, 
that inflation ultimately begets deflation. 

The behavior of the sensitive commodity markets, immedi- 
ately following the Washington announcements of price de- 
control early this month, merits especial consideration. Most 
prices declined, with grains, the outstanding barometer, break- 
ing sharply. The various price indices continued their down- 
ward trends of the past two years, with the sensitive indices 
barely above their immediate pre-Korean levels. The actions 
of the sensitive commodity markets often tell us more about 
an economic situation than we can evolve from theory and 
the facts currently available. Many economists devoutly sub- 
scribe to the ancient adage “Commodities never lie.” 

Actually, of course, price control has meant very little for 
many months except in a few areas where defense require- 
ments: had resulted in an excess of demand over supply. 
These areas have been shrinking steadily. Copper is the out- 
standing material in short supply at present. Requirements 
for some of the less well-known metals and minerals also 
exceed supplies. Even so, the situation in most of these is 
less stringent than six months or a year ago. Strengthening 
of prices in these areas in response to the realities of supply 
and demand can have little appreciable impact on our 
economy as a whole. For many commodities, the problem of 
over-supply is becoming very real. 

The termination of price controls cannot be disassociated, 
of course, from the termination of wage controls. However, 
no wage-price spiral is likely under the present condition of 
increasingly stiff competition for the consumer's dollar. Manu- 
facturers and other business men are in no position to acqui- 
esce to any labor demands for higher wages, since the con- 
suming public will pay. Washington no longer will lend a 
helping hand to labor’s demands. There may be, perhaps, a 
few strikes lost before labor learns that the party is over. In 
labor, as in commodity prices, the real question is whether 
the status quo can be maintained. 
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The Business Analyst 





MONEY & CREDIT—The new Secretary of the Treasury has 
passed his first test with flying colors. The refunding of $8.9 


"billion of 178% certificates due on February 15 has been a 


success with only $137 million worth, or about 142%, turned 
in for cash, while the remainder have accepted new securities. 
Holders of the maturing obligation were offered their choice 
of either a new one-year certificate yielding a tempting 244% 
or a Treasury bond maturing December 15, 1958 and paying 
242%. By proferring an interest return somewhat better than 
the going market rate the Treasury hope to limit the number 
of holders who would demand cash payment and this objective 
has been realized. However, the endeavor to secure more 
long-term investors was not so successful with exchanges for 
the longer term bond amounting to only $619 million while 
$8.1 billion of the old certificates accepted the new, shorter 
term obligation. With the Federal Reserve holding $3.7 billion 
of the maturing certificates—which it turned in for new certifi- 
cates—and $2.3 billion held by the commercial banks, the 
Treasury states that it did not expect any overwhelming de- 
mand for the new five-year ten-month 2’2% bond. In any 
event the current refunding has been no more than a tentative 
approach to the problem of the top-heavy short-term debt. 
During 1953, an additiona' $48.1 billion of marketable secu- 
rities will fall due. The new Administration has indicated that 
itis aiming to tap long-term investment funds and this year’s 
maturities will give it ample opportunities to test further recep- 
tion of this type of obligation. 

The current refunding has not greatly affected the govern- 
ment bond market. The 2%s of 1958 closed at 99% on February 
9 against a price of 99% before the refunding terms were 
announced. The longest-term bank-ineligible 2s of 1967-72 
also acted well, closing unchanged for the period. 

Weakness in tax-exempt securities has been noticeable and 
the Bond Buyer’s index of yields on twenty such bonds rose 
10 2.48% on February 5, the highest it has been in five years. 
The rise in yields and concurrent fall in prices of this type of 
obligation.has occurred despite continuing high personal in- 
come tax rates which make these securities more attractive than 
taxable investments to individuals in high tax brackets. One 
reason for the price weakness is the outpouring of new muni- 
cipal issues to a record total of $4.4 billion in 1952. State and 
municipal financing in the first month of the new year con- 
tinued high at $376 million but was sharply below the $575 
nillion borrowed in January, 1952. 
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TRADE—Retail trade remained on an even keel in the week 
ending Wednesday, February 4, but beat year-ago dollar 
volume by about 3%, according to Dun & Bradstreet’s esti- 
mates. Apparel demand was active as was that for food. Buying 
of household goods slowed a bit but remained above that of 
last year. Items that were popular included bedding, freezers 
ond clock radios. Television sales were higher than in February 
1952 but below results in the corresponding 1951 period. 
Department store sales in the week ending January 31 were 
2% higher than a year ago. The Boston and Dallas Federal 
Reserve districts both racked up gains of 12% over last year 
Ki the Richmond area made a poor showing with a 10% 
ecline. 
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INDUSTRY—Industrial output maintained a high level in 
January and new orders rose, the Business Survey Committee 
of the National Association of Purchasing Agents has reported. 
Despite the good rate of new orders, order backlogs are tend- 
ing to decline slowly as record output exceeds incoming orders. 

The MWS Business Activity Index ended last month at 
196.6% of the 1935-1939 average as against 193.6 two weeks 
earlier. Electric power output was higher during the period 
and lumber production jumped sharply. 


o- 


COMMODITIES—The steady attrition in commodity prices 
continues apace and the Bureau of Labor Statistics index of 
primary market prices fell 0.2% in the week ending February 
3 to close at 109.3, the lowest level in over two years. Farm 
products dropped 1.2% during the week, chiefly because of 
lower prices for fruits, vegetables, livestock and eggs. Pro- 
cessed foods lost 0.3% during the week with meats down 2.0%. 


o- 


Total value of NEW CONSTRUCTION in January declined 
seasonally to $2.3 billion, from $2.5 billion the month before, 
(Please turn to the following page) 
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latest Previous Pre- 
Wk.or Wk.or Year Pear! PRESENT POSITION AND OUTLOGx 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) Jan 4.0 44 3.7 1.55 (Continued from page 597) 
Cumulative from mid-1940 Jan 488.0 484.0 438.3 13.8 | the Commerce Department has reported, 
FEDERAL GROSS DEBT—$b Feb. 4 267.4 267.3 269.8 55.2 | After seasonal adjustment, last month’s con. 
struction expenditures were at record level; 
MONEY SUPPLY—$b and this was attributable to sustained actiy. 
Demand Deposits—94 Centers oe _— — mig ei ity in private residential and commercial 
Currency in Circulation =* cited = = =. building and in major types of public con. 
BANK DEBITS struction. Private construction expenditures 
New York City—$b____ Jon, 26 sola 13.3 10.5 4.26 | in January of this year came to $1.6 billion 
93 Other Contore—tb__. | 70-78 bd 163 sc 7.60 | with the major component, residential build. ! 
mame || 276.1 276.1 260.9 102 ing, 14.9% above the corresponding period | 
PERSONAL INCOMES—$b (cd2) + 185 184 171 66 of last year. In the private ‘eon-oaraalll 
Sonate — selena meeraeacecs 53 54 53 23 field, industrial construction dropped 10.5% | 
| Vining: ae 21 21 21 10 below a year ago but commercial building | 
connoid as eam ea 13 13 12 3 — — fg —. outlays were | 
Nay 20 21 21 10 0% higher with railroad construction| 
| ORS Se ae 3.3% above January, 1952. Expenditures! 
POPULATION—m (e) (cb) Dec 158.2 158.0 155.4 133.8 for public construction of $685 million in| 

Non-Institutional, Age 14 & Over | Dec 110.5 110.2 109.2 101.8 | January were up 4.3% from a year ago 

Civilian Labor Force Dec 62.9 63.6 62.7 55.6 | with industrial building gaining 21.7%, 

unemployed ____ Dec 1.4 1.4 7 3.8 | Public residential building dropped sharply 

| Employed — si Dec 61.5 62.2 61.0 51.8 | to $45 million, down 28.6% from a year 

In Agriculture | Dec 5.7 6.8 6.4 8.0 ago. | 
atin... 558 555 $46 43.2 :. ae S 

At Work. Dec 59.8 60.5 59.3 43.8 | 

ee ee, 42.3 42.4 41.9 42.0 FREIGHT CAR output continued to rise | 

Man-Hours Weekly—b__ | °° 2.53 2.57 2.48 ‘1.82 | during December and DELIVERIES ex. 

— “ = pe a se panded to 7,845 units from 5,929 in No 

EMPLOYEES, Non-Farm—m (Ib) oe ri . “~ pet vember. This brought deliveries for all of| 

Government ri i: a 129 9 1952 to 77,768 cars, according to a joi 

Factory —_— nth me as “as 40.4 | announcement by the American Railway 
Weekly Hours ; a4 pas hie 93 Car Institute and the Association of Amer: 
Hourly Wage (cents) “i é : : ‘ ican Railroads. NEW ORDERS were re. 
Weekly Wage ($)——______ | &*__ ese A ARB Mt ceived for 1,159 freight cars in December, 

Feb. 3 109.3 109.5 112.1 66.9 | bringing last year’s total to 37,261 cars. 
EN aes Nov 210.5 210.7 210.3 116.2 With mt ai far below shipments, the 
ecseuntieaea seer ——— | backlog of orders on hand on January |, 
COST OF LIVING (Ib3) Dec 114.1 114.3 113.1 100.2 | 1953 fell to 80,296 cars from 87,657 the 
Food Dec 113.800 115.0 115.0 113-1 | month before and 123,947 cars on order 
canis Dec 105.1 105.2 108.1 -—-113.8-_| gt the beginning of 1952. 
Dec 120.7 119.5 115.6 107.8 
Rent re ern * * * 
RETAIL TRADE—$b** 

Retail Store Sales (ed) “ing — a, EXPENDITURES FOR ADVERTISING 
Durable Goods Dec ved 48 “3 vat in 1952 totalled $7.2 billion, 11% above 
Non-Durable Goods a vate ~ vn oo 61 081 spending, Printers’ Ink has estimated. | 

Dep't Store Sales (mrb) “i ned — ig 034 | All advertising media showed gains over| 

Retail Sales Credit, End Mo. (rb2)__ | °° _— -_ -_ 55 11951 with spending for television adver — 

tising marking up the greatest rate of 
MANUFACTURERS’ Dec 23.3 22.8 22.2 14.6 | growth, a 49.4% gain over 1951. Business 

New Orders—$b (cd) Total **___—_ | pn 11.0 1 10.9 7.1 papers did 14.9% better than the year 
Durable Goods Dec 12.3 11.7 11.2 7.5 | before while newspapers with $2.5 billion 
Non-Durable Goods Dec. 24.2 23.5 21.0 8.3 | of advertising gained 8.9%. Magazines 

Shipments—$b (cd)—Total**_____—_ | p. 12.0 17 9.7 4.1 | showed a 7.0% improvement in advertis 
Durable Goods. Dec 12.2 11.8 11.2 4.2 | ing revenues while radio, on which $722.7 
Non-Durable Goods______. million was spent last year for — 

showed the effects of competition an 
BUSINESS INVENTORIES, End Mo.** |. m7 ma) te ae Leet ie ates 1951. 
Total—$b (cd) Nov 43.5 43.4 42.7 16.4 
ae Nov 10.2 10.1104 4.1 ee 
P ov 21.0 21.0 20.8 8.1 
Retailers’ vei 2.4 2.4 2.3 1.1 Output of RAYON AND ACETATE 
Dept. Store Stocks (mrb) YARN declined last year, reflecting the 
BUSINESS ACTIVITY—1—pc rt bp pr pomp ae recession in the textile industry. Acetate 


(M. W. S.)—1—np. 
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Latest Previous Pre- 
a Wk.or Wk. or Year Pearl 
71 j Date Month Month Ago Harbors PRESENT POSITION AND OUTLOOK 
‘| INDUSTRIAL PROD.—1 np (rb)** Dec. 235 234 218 174 ing fabrics suffered a 23% drop in produc- 
, ~1 7] Mining Dec. 164 171 163 133 tion last year to 329,500,000 pounds, the 
| Durable Goods Mfr_____________] Dec. 313 304 282 220 Textile Economics Bureau has _ reported. 
+ i: | Non-Durable Goods Mfr________ Dec. 194 197 185 151 Rayon production of 806,300,000 pounds 
ith’s con. | sr cana S 
rd level; | | CARLOADINGS—t—Total Jan. 31 698 698 731 833 was down 7% from 1951 and demand for 
| this material was supported by its use in 
ed actiy.|)4| Misc. Freight ——-_______ Jan. 31 374 370 368 379 : : 
mat. ¢. t Jan. 31 69 67 72 156 tire cord and fabric. Major producers of 
nlc con a ie a 46 45 54 43 synthetic yarns reported improvement in 
7 ai om = ___ | January business and expect good volume 
5 ne | | LEC. POWER Output (Kw.H.) m Jan. 31 8,151 8,144 7,572 3,267 this Spring. Plants were operating at from 
7 rs a (a ia Seal — : “ 60% to 90% of capacity in January 1953 
pane! gol v6 - oa A ™ era : i" = 10.8 | and INVENTORIES of rayon and acetate 
ite “a re oo ve ie el we ne a = on hand at the end of the month amounted 
te a _ -— = ins 61.8 | to 83.2 million pounds as against $112.7 
" ity PETROLEUM—(bbis.) m million pounds a year earlier. 
” ma Crude Output, Daily__ Jan. 31 6.5 6.5 6.2 4.1 
seal Gasoline Stocks _| Jan. 31 149 146 146 86 i bs > 
ON | 
il Stock Jan. 31 46 47 39 94 
anditures |_| fu*l OW Stocks Sales of the GAS UTILITY INDUSTRY 
sie. aa Heating Oil Stocks Jan. 31 82 85 67 55 é ; 
rillion in| —— = to ultimate consumers in December, 1952, 
ear ago} | LUMBER, Prod.—(bd. ft.) m Jan. 31 248 238 210 632 totalled 5,443 million therms, a gain of 
21.7%, Stocks, End Mo. (bd. ft.) b_________| Dec. 8.5 8.5 8.1 12.6 11.3% over sales of 4,891 million therms 
| sharply —_ a ~~ | in the same month of 1951, the American 
1 a year f | STEEL INGOT PROD. (st) m Dec. 9.7 9.4 8.9 7.0 | Gas Association has reported. For the 
Cumulative from Jan, 1_______|_ Dec. 93.1 83.4 105.2 747 | twelve months ended December 31, 1952, 
INGINEERING CONSTRUCTION utility gas sales aggregated 52,060 million 
enue AWARDS—$m (en) Feb. 5 289 600 167 94 therms, a new peak in gas utility sales. These 
IES ei iihates Rady Sue, 9 __| Feb.5 2,175 1,887 1,364 5,692 sales were 8.2% higher than in 1951 and 
> Ne etisalat a topped 1950 results by 23.7%. Natural gas 
dee | MISCELLANEOUS sales in 1952 amounted to 48,772 million 
5 a joint | PaPerboard, New Orders (stt_____] Jan. 31 235 202 237 165 therms, a 9.1% rise from the year before. 
Bat 2 | Cigarettes, Domestic Sales—b______| Dec. 30 30 24 17 During the same period use of manufac- 
if pi: Do., Cigars—m Dec. 349 498 368 543 tured and mixed gas fell by 3.7% to total 
annua Do., Manufactured Tobacco (Ibs.)m_| Dec. 15 15 14 28 3,288 million therms in 1952. 
>cember, b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
61 cars, |p | cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—S lly adjusted index 
onic, Os (1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1947-49—100). It—Long tons. m—Millions. mpt—At mills, 


publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. 
nuary |, pe—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands 
,657 the *-1941; November, or week ended December 6. **—Seasonally adjusted. 





























>n_ order THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
; 1953 1953 
a oe = ee ll oe: es ee High low Jan.30 Feb.6 
Inves (1925 Cl —100) High low = Jan.30 Feb. 6 100 HIGH PRICED STOCKS 133.3 119.2 1328 129.6 
TISING 300 COMBINED AVERAGE.......... 212.2 190.7 212.2 207.3 100 LOW PRICED STOCKS 253.7 225.2 253.7 248.5 
f, above 4 Agricultural Implements........... 295.8 243.6 255.6R 247.9 4 Investment Trusts 112.7 97.9 110.8 108.6 
timated. | '0 Aircraft (‘27 Cl.—100) 390.7. 278.2 «390.7 376.5 3 Liquor ‘27 Cl.—100) 1146.9 843.0 940.1 903.3 
: }| 7 Air Lines (‘34 Cl.—100) 777.8 601.1 680.9 661.5 11 Machinery 233.7 1979 233.7 2268 
ee i ee 102.7 00 77.1 859 90.3 3 Mail Order 130.6 113.8 1226 119.0 
n adver | 10 Automobile Accessories 284.2 232.0 284.2 276.3 3 Meat Packing 100.8 75.7 100.8 98.1 
rate off | 10 Automobiles .............ccccccccc00. 49.9 40.2 49.4 47.9 10 Metals, Miscellaneous ............ 307.4 237.8 274.1 263.6 
Business f | 3 Baking ('26 Cl.—100) 25.6 20.8 25.1 25.6A | 4 Paper 448.1 395.3 448.1 439.3 
he. year | 3 Business Machines 398.3 358.5 377.4 373.7 ee WRG I case skoeiviessascnetess 485.1 420.1 449.9 436.1 
J. IE | 2 Bes Lines (’26 Cl.—100) 182.2 141.6 180.4 177.9 22 Public Utilities ....... .... 190.6 162.5 190.6 188.8 
5 billion} 6 Chemicals =... 418.0 356.4 392.9 381.1 9 Radio & TV ('27 Cl.—100) 37.0 31.1 36.5 347 
Agazines | 3 Coal Mining ....... , 16.0 12.9 15.1 14.7 8 Railroad Equipment 64.3 56.1 62.3 61.1 
advertis Ff | 4 Communications ms 68.3 61.7 65.5 63.0 | 20 Railroads .......eeeeseeeeceseeeee 53.2 41.3 53.2 50.6 
h $722.78 | 9 Construction on. 72.3 64.8 70.3 68.9 3 Realty See 49.1 38.2 49.1 48.6 
.. | 7 Containers 504.9 442.8 5049 500.1 3 Shipbuilding 253.9 181.0 2539 249.3 
vertising Bl 9 Copper & Brass 169.5 1388 166.0 1629 3 Soft Drinks ........ 369.8 301.2 369.8 359.5 
ion andB! 2 Dairy Products 95.9 83.2 95.9 95.9 TT Steel 8 Wom. .......ccccceccceessseeeene 154.8 130.8 147.1 141.4 
5 Department Stores 66.0 58.8 60.8 60.2 ee Is coeucaccdecaicerctcodns 73.1 56.8 57.4 58.0 
5 Drugs & Toilet Articles............ 233.1 2059 219.5 221.8 2 Sulphur 2... 616.3 530.4 5787 584.6 
2 Finance Companies ....... 413.2 308.1 402.8 390.6 LC ore 197.4 144.5 151.2 144.5Z 
7 Food Brands ....................... 1985 171.5 1985 1946 3 Tires & Rubber . 87.3 66.9 86.3 83.8 
\CETATER | 2 Food Stores : 118.8 97.4 165 1165 6 Tobacco .... ee 96.2 78.6 96.2 93.5 
- 3 Furnishings ............00.00000- 79.2 59.3 77.7 75.4 2 Variety Stores ee “i 319.6 294.8 319.5 307.2 
ting _ 4 Gold Mining iM 736.4 629.4 727.0 (707.2 16 Unclassified (‘49 Cl.—100) 123.3 1127 1233 1209 
a A—New High for 1952-1953. Z—New Low for 1952-1953. 
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Trend of Commodities 





Declining prices for commodity futures in the two weeks 
ending February 9, culminated in heavy liquidation which sent 
prices tumbling. The Dow-Jones index of commodity futures 
closed at 161.88 on February 9, down 3.25 points since January 
26. The index lost 2.39 points on February 9 alone, the big- 
gest one day break since December 11, 1951. May wheat 
closed at 222 on February 9, down 6 cents on the day and 
8% cents under January 26 closing prices. One reason for 
the panicky selling on the 9th was a Government report 
showing domestic wheat stocks at the second highest level in 
18 years. Factors which made for buying on the way down 
included continued lack of moisture in the Southwestern winter 
wheat belt, expectation of improved export demand and the 
Government support program. May corn lost 4 cents on Febru- 
ary 9 to close at a new seasonal low of 152'. This compares 


———. 


with a price of 164 two weeks earlier. CCC sales of deteriora, 


ing corn holdings have been a depressing influence but lai} 
news that the Government would reduce the amount of it} 
offerings failed to rally the market. The CCC’s price Suppor} 
program has been relatively ineffective in supporting price} 


because of large supplies of the grain. Cotton prices wer 


adversely affected by the heavy selling in grains and the} 


July future lost 35 points on February 9 to close at 33.28. Thi 
compares with a price of 33.62 cents two weeks earlier. Som 


demand was generated by reports of improved cotton clo} 
business although other sections of the cotton textile marke! 


remained quiescent. As for support from the Government loon 
it is reported that many growers have already sold their cotto: 
which is therefore ineligible for loan placement and as , 
result loan entries this season may not exceed 2 million bale 
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U. S. DEPARTMENT OF LABOR INDEX OF 22 BASIC COMMODITIES 
Spot Market Prices—1947-1949, equals 100 


Date 2 Wks. 3Mos. 1 Yr. Dec. 6 
Feb.6 Ago Ago Ago 1941 


Date 2 Wks. 3Mos. 1 Yr. Dec.é 
Feb.6 Ago Ago Ago 194! 










22 Commodity Index 87.9 89.0 91.4 105.7 53.0 5 Metals 104.1 106.4 107.0 128.3 546 
9 Foodstuffs 84.9 86.3 86.7 96.3 46.1 4 Textiles & Fibers 90.8 88.5 96.4 110.6 563 
3 Raw Industrial 89.9 90.7 94.3 112.6 58.3 4 Fats & Oils 55:3 58.1 58.8 70.1 556 
COMMODITY FUTURES !NDEX RAW MATERIALS SPOT INDEX 
Noy OEC, JAN FEB Now. DEC, JAN FEB 
[oS Sa a a oe eee a - rites 
+ | 7 180 ] ] 
MAGAZINE OF - | 
13a saith DOW JONES ‘ ss Lo C T INDEX 
COMMODITIES INCEX . ae a Mipammanaales Wisco 4 t 
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Average 1924-26 equals 100 
1952-53 1951 1950 1945 1941 1939 1938 1937 


High 181.2 214.5 204.7 95.8 74.3 783 658 93.8 
Low S 161.9 174.8 134.2 83.6 587 61.6 57.5 64.7 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 

1952-53 1951 1950 1945 1941 1939 1938 1997 

High 192.5 215.4 202.8 111.7 88.9 67.9 57.7 866 

Low 157.6 176.4 140.8 986 58.2 489 47.3 546 
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The New Administration’s 
Policies — A Point-by-Point 
Appraisal 





(Continued from page 570) 


the horizon.” 

The American Federation of 
Labor and the Congress of Indus- 
trial Organizations, faced by 
(among other things) the neces- 
sity of bolstering their organiza- 
tions, have given notice that they 
will try harder than ever to de- 
feat the sitting Congress in 1954. 
Special assessments upon mem- 
bers are being levied to build a 
campaign chest. These facts 
should furnish strong hints as to 
the history of labor and manage- 
ment over the next year or so. No 
millenium is in sight. 


Realities in Tariffs and 
Anti-Trust Laws 


While the President recom- 
mended renewal of the Reciprocal 
Trade Agreements, it will be as- 
tonishing if a Republican Con- 
gress does not work some modifi- 
cations more in harmony with 
traditional tariff policy. At the 
last renewal, the Democratic Ad- 
ministration failed to push 
through a program of almost com- 
plete surrender of American in- 
dustry in favor of least favored 
nations as a part of the Acheson 
policy of supporting the world. 
Republicans obtained some grudg- 
ing American concessions. Even 
more may be expected this time. 


Examination of some of the 
anti-trust suits which were 
started in the last Administration 
but never carried through gives 
the idea that their initiation was 
little more than a publicity ges- 
ture although might have been 
construed as a threat. The Eisen- 
hower Administration can be ex- 
pected to enforce the law but not 
use it as a weapon of harrass- 
ment, 


The new Secretary of Agricul- 
ture, Mr. Benson, already has 
Shown evidences of departures 
from the farm theories held for 
the last two decades. It is not to 
be expected that all farm sub- 
Sidies are to be suddenly with- 
drawn but there will be no little 
pig or ploughing under experi- 
ments. 

Not only President Eisenhower 
but Secretary of the Interior 
McKay recoil from the Roosevelt- 
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Truman dream of creation of a 
dozen or so river basin enclaves 
under Federal domination for the 
development of hydroelectric 
power and kindred purposes, at 
public expense. That scheme 
would amount to setting up in- 
terior states within the United 
States but not belonging to any 
one of them. These would be con- 
trolled by a central bureaucracy 
at Washington. That scheme will 
definitely be in abeyance for the 
duration of the Administration. 
Nor is a wide extension of Federal 
power transmission lines favored. 
Sound public power developments 
will be supported but there will 
be no pre-emption for vague fu- 
ture public use in cases where 
utilities are ready to act. It is 
likely that the Congress will con- 
tinue to hear much about public 
power yardsticks for electric 
rates but it is doubtful if that 
stick is put to much use. 

The President has been silent 
on the tidelands issue, knowing 
that legislation is pending in Con- 
gress now to make allocation of 
these properties. Indeed, even at 
this early date the President has 
shown little disposition to make 
an Executive invasion into a Leg- 
islative field under cultivation. It 
is not believed that the President 
desires to see any further concen- 
tration of powers in the Federal 
Government; he hag read the 
Constitution as diligently as the 
Articles of War and the Army 
Regulations. 

In his message President Eisen- 
hower said we must be strong in 
arms, in productivity, in finance, 
in technology and in spirit. The 
early days of his Administration 
show clearly that he stands for 
every sinew of national strength 
to the end that the United States 
may stand harmless in any pre- 
dicament. 





Story of Security 
Transactions 





(Continued from page 575) 


by special offerings of stock which 
would be absorbed by other mem- 
ber firms on the floor of the ex- 
change. 

The ultimate effect on a pos- 
sible seller of a big block of stock 
could be favorable. If he could 
liquidate his holding and pay only 
the regular commission, plus a 
special fee, the total cost might 


be less than the commission 
charged on a secondary. However, 
it is felt that the net result would 
be to keep the same general level 
of special commissions that ap- 
plied to secondaries. 

If this new procedure is adopt- 
ed, the cooperation of banks, in- 
surance companies and other big 
institutional buyers of _ stock 
would have to be sought. The 
Stock Exchange committee be- 
lieves that-these institutions would 
cooperate, in fact, if they realized 
“that the diversion of business 
from the Exchange tends to im- 
pair the liquidity of their hold- 
ings.” 

However, as long as the institu- 
tions can buy and sell blocks of 
stock without paying oversized 
commissions, they will probably 
do so. The committee’s recom- 
mendations along these lines are 
perhaps “‘a step in the right direc- 
tion”. It is questionable whether 
or not they have gone far enough. 

And until the question is re- 
solved, secondary offerings will 
continue to be the exception rather 
than the rule. 


While some of the newer stock 
distribution techniques mentioned 
above have been inevitable, aris- 
ing as they often do out of the 
comparatively restricted markets 
of recent years, and while they are 
practical measures for the indi- 
viduals concerned in these opera- 
tions, the question arises whether 
this has not a further effect in 
producing “thin” markets to the 
disadvantage of the ordinary 
stockholder. Obviously, under 
these conditions, “thinness” of the 
market is accentuated with the 
result that wider swings occur 
than would have been the case in 
a more normal type of market. 
This may temporarily produce un- 
real prices for the stocks in which 
these operations take place. 





FROM MAJOR JORDAN’S DIARIES 
By GEORGE RACEY JORDAN 


As the Vice Presidential nominee of the 
Republican Party, Senator Richard M. 
Nixon, stated at Congressional hear- 
ings: “Mr. [Whittaker] Chambers had 
to tell his story five times before any 
cognizance was taken of his charges. 
So apparently if Major Jordan had told 
his more than twice, he might have 
gotten the Government to do something 
about it.” 

Now at last the American people can 
read the whole staggering story of our 
$9,500,000,000 of Lend-Lease to Russia 
(much of it for postwar use) in item- 
ized detail. This book could well be 
substitled, “How We Helped Russia and 
How the Russians Helped Themselves.” 


Harcourt, Brace and Company $3.50 
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Where Quality Comes First 


You have a stake in what the steelworkers are doing in 
Peter Helck’s illustration. They are conducting a frac- 
ture test—pouring a smail sample of molten steel which 
will be allowed to solidify and then will be broken and 
carefully examined. This test will tell them what still 
needs to be done to the hundreds of tons of churning, 
white-hot steel in one of our open hearth furnaces to 


make it just right for some particular finished product. 


For steel is a material that is precisely made to specifi- 
cation for the many thousands of different uses in which 
it serves you—from tin cans to automobiles. And the 
fracture test is only one of many ways in which constant 
vigilance is exerted to maintain high and uniform quality. 


At approximately 800 stations in our steel mills, about 
one-tenth of our employees devote full time or part time 


to the analysis, testing, measurement and inspection of 
steel as it moves in the stream of production from raw 
materials to the shipping floor. At each station the steel 
must meet definite and rigid standards before it can 


pass on to the next step in manufacture. 


And in our laboratories, scientists and technicians work 
continually not only to maintain the highest standards 
known today but to develop steels of even higher quality 
and greater variety for tomorrow. It is through such 
care that steel has become one of your lowest-cost and 
most useful servants. 

In National’s operations, quality always has come 
first. That is one reason why National has become 
one of America’s largest steel producers—thoroughly 


integrated, entirely independent, always progressive. 


CORPORATION 


NATIONAL STEEL 


GRANT BUILDING SATIONAL 


SERVING AMERICA BY SERVING AMERICAN 


PITTSBURGH, PA. 


INDUSTRY 


DIVISIONS WELDED INTO ONE INTEGRATED STEEL-MAKING STRUCTURE 


GREAT LAKES STEEL CORP. 
Detroit, Mich. A major supplier 
of standard and special carbon 
steel products for a wide range 
of applications in industry. 


THE HANNA FURNACE CORP. 


Buffalo, New York. Blast fur- 
nace division for production 
of various types of pig iron. 


WEIRTON STEEL COMPANY 
Weirton, W. Va. World’s larg- 
est independent manufacturer 
of tin plate. Producer of many 
other important steel products. 


NATIONAL MINES CORP. 
Supplies high grade metallur- 
gical coal for the tremendous 
needs of National Steel mills. 


STRAN-STEEL DIVISION 


Ecorse, Mich. and Terre Haute, 
Ind. Exclusive manufacturer of 
famous Quonset building and 
Stran-Steel nailable framing. 


NATIONAL STEEL PRODUCTS CO. 
Houston, Texas. Warehouse 
and distribution facilities for 
steel products in the Southwest. 


5) 


HANNA IRON ORE COMPANY 
Cleveland, Ohio. Producer of 
iron ore from extensive hold- 
ings in the Great Lakes area. 

















Three Undervalued 
Investment Rails 
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power is also an important con- 
sideration in appraising the road’s 
position and outlook. Finally, 
Great Northern possesses the best 
route across the Continental Di- 
vide. While subject to a predomi- 
nant extent to fluctuations in iron 
ore shipments to the normally 
cyclical steel industry, there has 
been progress in diversification of 
products hauled, thus fundamen- 
tally strengthening the position of 
the road. 

Louisville & Nashville. This 
stock, selling at about 64, has had 
a somewhat wider range than 
Great Northern pfd. discussed 
above, or from a low of 48 to a 
high of 67 in the past two years. 
Nevertheless, in view of the 
marked increase in earning power 
(see table) the stock cannot be 
said to have fully reflected the 
improvement in the price of the 
shares. The current dividend is 
$4.50 a share, increased from $4 
a share last year and the approxi- 


mate yield is 7%. The stock has 
generally been considered among 
the higher-grade rail equities, 
though not the highest, and its 
yield is disproportionately large 
for a stock of this calibre. On a 
6% to 614% yield, it would sell 
at roughly between 70 and 75. 
The company has made ex- 
tremely heavy commitments in 
the past few years for moderni- 
zation of rolling stock, including 
large outlays for dieselization in 
which respect it is one of the most 
progressive in the nation. Since 
1946, it has spent almost $200 mil- 
lion for capital outlays. The road, 
of course, is substantially de- 
pendent on bituminous coal traf- 
fic in which it is one of the leaders 
but in recent years has diversified 
its traffic, with a significant gain 
in the percentage of manufactured 
goods hauled. In response to the 
rapid industrialization of the 
South, the road expects further 
important benefits. This also lends 
better support to the carrying of 
soft coal to the regions in which 
new industries are being located 
and also those in which older in- 
dustries are being expanded in 
response to the economic dyna- 
mism of this area. Thus, the 








Good for what? 


ance? Good for a widow? 


cram tailored to fit. 


you'll find our answer. 





“Know Anything Good in the Market?” 


Sure we do. Lots of things. Lots of good common stocks. 
But what do you mean—“good”? 


Good for an older couple planning a retirement program? 
Good for younger people who have come into some inherit- 
Good for a successful doctor or 
lawyer just reaching his prime? 

What is a good investment for one may not be for another. 
Every situation is different, and each needs an investment pro- 


If you are not sure that what you are doing with your money 
is the best thing you can do with it, why not submit your prob- 
lem to our Research Department for their unbiased counsel? 


It won’t cost you a penny, and you won’t obligate yourself 
in any way. It doesn’t matter whether you've got a little money 
or a lot, whether you own securities or don’t. But the more 
you tell us about your ccmplete situation, the more helpful 

Just write—in complete confidence—to 


Watrer A. Scoot, Department SF 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 103 Cities 











604 


longer-range prospects of thf 


road seem based on favorabk 
fundamental factors. 


Nofolk & Western. This stock 


was handicapped in a market} 


sense last year by two factors, 
the steel strike and smaller coal 
exports. As a result, estimated 
earnings for 1952 at $5 a share 
were off moderately from the 
$5.31 reported for 1951. With the 
strike ended, traffic resumed more 


normal proportions. In view of | 


the interruption to normal traffic 
last year, caused by the steel 
strike, the stock, however, has 
acted compartively well, selling 
in a range of between 46 and 52 
in 1951, the range was 44 to 52. 


The road is heavily dependent 
on coal traffic and benefits espe. 
cially from the movement of high 
grade coking coals which are 
found along various points on its 
route. It is this concentration on 
traffic in one commodity which 
apparently has lessened the spec. 
ulative appeal of the stock and 
accounts for its relative sluggish. 
ness. Nevertheless, the company 
has been a consistent earner ani 
since 1935 has not failed to earn 
less than $3.49 a share (adjusted 
for the 4-to-1 1947 splitup). In 
the past seven years, earnings 
have varied from $3.56 a share 
to $6.75 a share. 


For most of the years since 
1945, earnings have been consid- 
erably in excess of the current 
$3.50 a share dividend rate, indi- 
cating that underlying earning 
power is sufficient to support such 
distributions in the future, espe 
cially in view of the characteris. 
tically strong financial position of 
the road and its high efficiency 
record with respect to operations, 
On the basis of these facts, the 
present yield of 6.7% seems at 
tractive, though appreciation pos 
sibilities seem more moderate 
than in the case of the two stocks 
described above. 





Insurance Stocks As 
Investments Today 





(Continued from page 593) 


‘table are 12 representative i- 


surance companies operating il 
either the fire or casualty-suret 
fields, or both. It is the practice 
of most of the underwriting com 
panies to issue earnings state 
ments and balance sheets but ontt 
a year. A few, however, deviate 


THE MAGAZINE OF WALL STREE! 








FEB] 





of the fF from this policy and release re- 


vorable 


S stock 
market 
factors, 
er coal 
timated 
2 share 
ym the 
Tith the 
1d. more 


riew of | 


1 traffic 
e steel 
er, has 
selling 
and §2 
L to 52. 
pendent 
S espe 
of high 
ch are 
S on its 
tion on 
~ which 
1e spec: 
eck and 
uggish- 
ompany 
ner and 
to ear 
djusted 
up). In 
arnings 
a share 


S since 
consid- 
current 
fe, indi- 
earning 
ort such 
e, espe- 
-acteris- 
‘ition of 
ficiency 
rations. 
cts, the 
ems at- 
ion pos 
10derate 
o stocks 


As 
ly 


593) 
tive il 
ating 1 
y-surety 
practice 
ing com 
‘3 state 
but once 
deviate 


S TREE! 





orts covering the first six 
months, those now available be- 
ing dated as of June 30, 1952. 
Our comments, in the following 
paragraphs, are confined, there- 
fore, to the latter group. 

Aetna (Fire) Insurance Co.: 
For the first 1952 half-year, 
Aetna reported an underwriting 
loss of $381,944, as compared 
with a loss of $2,566,151 in the 
corresponding period of 1951. 
Other income, including $2,096,- 
846 in net interest and rents and 
net of $1,165,187 realized on in- 
vestments produced a combined 
half-year gain of $2,880,089. That 
figure contrasts with a 1951 first- 
half-year loss of $139,725 and a 
combined gain in the full 12 
months of 1951 of $4,287,801. 
Liquidating value per share on 
June 30, last, increased to’ $98.06 
from $95.46 at the end of 1951. 

Continental Insurance Co.: 
This company, the largest unit in 
the America Fire group, had an 
underwriting profit in the first 
half of 1952 of $1,687,676, com- 
pared with a profit of but $309,017 
in the first half of the year pre- 
vious. Other results for the 1952 
period to June 30, also were 
equally gratifying. The net 
amount of dividends, interests 
and rents received of $4,110,451, 
together with realized investment 
gain of $14,859 and $9,288,431 
net increase in investment value 
brought the combined gain up to 
$15,101,417, as compared with 
$2,345,779 in the first half of 1951 
and $28,338,280 for the full 1951 
year. As of June 30 last, liquidat- 
ing value per share had risen to 
$85.75 a share which compares 
with $76.50 a year earlier. 

Fidelity & Deposit Co.: Ranked 
as the largest fidelity and surety 
underwriter in the country, aug- 
ments activity in those fields by 
writing insurance covering burg- 
lary and theft and liability other 
than automobile. It has a com- 
paratively consistent earnings 
record, extended in the first half 
of last year with an underwriting 
gain of $1,663,438, compared with 
$1,049,576 in the corresponding 
months of the previous year. Net 
interest, dividends and rents also 
Increased to $629,406 from $596,- 
358 in the 1951 period while it 
gained $460,278 in increased in- 
vestment value, contrasting with 
aloss in the 1951 first half of 
$95,056. Realized investment gain 
of $75,864, compares with $24,621 
Inthe June 30, 1951 period and 


(Please turn to page 606) 
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COLD SHOULDERS 
MAKE 
HOT SAW NEWS 





Remarkable development by B-W’s ATKINS SAW keeps saw cool, blows 
away sawdust, speeds lumber production, permits sawing frozen logs! 


In cutting logs and edging lumber, circular 
saws run at terrific rim speed causing exces- 
sive heat. This in turn causes tension 
changes of the blade, and results in poor 
quality of lumber, slows production, in- 
creases downtime for hammering and ten- 
sioning, shortens the life of the saw. 


Now Borg-Warner’s Atkins Saw Division 
research has developed this revolutionary 
inserted tooth saw with stabilizing holes.* 
This “fair conditioning” of both rim and 
body blows away sawdust, relieves rim 
strain, keeps shoulders straight, keeps bits 
in true alignment. The saw runs cool, holds 
tension longer, cuts more uniformly, in- 
creases production. Even permits winter 
cutting of frozen logs without snaking or 
dust freezing. 





Proved in every type sawmill, this new For large or small mills! 
Atkins saw exemplifies Borg-Warner’s 
“design it better—make it better’’ policy. 
It is another typical example of how— 


B-W ENGINEERING MAKES IT WORK 3 B-W PRODUCTION MAKES IT AVAILABLE 


Almost every American benefits every 
day from the 185 products made by 


ORG-WARNER _. 


THESE UNITS FORM BORG-WARNER, Executive Offices, Chicago: ATKINS SAW « BORG & BECK 
BORG- WARNER INTERNATIONAL ¢ BORG-WARNER SERVICE PARTS ¢ CALUMET STEEL ¢ CLEVELAND 
COMMUTATOR e DETROIT GEAR « FRANKLIN STEEL ¢ INGERSOLL PRODUCTS « INGERSOLL STEEL 
LONG MANUFACTURING e LONG MANUFACTURING CO., LTD. ¢ MARBON ¢ MARVEL-SCHEBLER 
PRODUCTS ¢ MECHANICS UNIVERSAL JOINT « MORSE CHAIN ¢ MORSE CHAIN CO., LTD. « NORGE 
NORGE HEAT e PESCO PRODUCTS e REFLECTAL » ROCKFORD CLUTCH ¢ SPRING DIVISION 
WARNER AUTOMOTIVE PARTS © WARNER GEAR « WARNER GEAR CO., LTD. ¢ WOOSTER DIVISION 
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SUN OF CANADA 
IN 1952 SOLD 
$545 MILLIONS 


Policyholders’ dividends for 1953 
upped to $22 millions — Com- 
pany has 47% of assets in U.S. 


New business for the year top- 
ping all Canadian companies at 
$545 million and total insurance 
in force of more than $5 billion 
are among the many outstanding 
figures reported in the 82nd An- 
nual Report of the Sun Life 
Assurance Company of Canada 
just released by George W. 
Bourke, President. During 1953, 
policyholders’ dividends’ will 
amount to $22 millions, $2 millions 
more than last year. The Sun Life 
has 47% of its assets invested in 
the United States. 

Mr. Bourke, reviewing the 1952 
figures of Canada’s leading life 
company, stated that the increase 
in the Company’s new business 
over 1951 was 18%, which included 
group insurance amounting to 
$165,487,000, a gain in group busi- 
ness of $71 million for the year. 
The Company’s total life insurance 
in force has grown to $5,222,947,000, 
an increase of 88%, including 
group insurance in force of $1,- 
493,501,000, up 19%. Annuity pay- 
ments which the Company has 
undertaken to provide immediately | 
or in the future, through individual 
and group contracts, amount to 
$117,833,000 per annum. } 

The Sun Life, an international 
company with branch service in | 
many leading United States cities | 
from coast to coast, paid out in | 
benefits during 1952 almost $500,000 | 
for each working day, or a total | 
of $118,618,000. Of this total $81,- | 
632,000 was received by living poli- | 
cyholders, and nearly $37,000,000 
was paid to beneficiaries of de- 
ceased policyholders. Total benefits | 
paid since the first Sun Life policy | 
was issued in 1871 amount to $2,- | 
604,604,000. The interest rate earned | 
on the assets was 3.84% compared 
with 3.70% in 1951. 

The Sun Life, operating in nearly 
30 countries of the world, does | 
more than 90% of its business in | 
the United States, Canada and 
Great Britain. 


A copy of the Sun Life’s com- | 
plete 1952 Annual Report, includ- | 
ing the President’s review of the | 
year, is being sent to all policy- | 
holders or may be obtained from | 
any of the 100 branch, group or | 
mortgage offices of the Company | 
throughout North America. 
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brought the combined gain in the 
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first six months of last year to 
$2,828,986, against $1,575,504 in 
the first half of 1951. As of June 
30, last. On that date per share 
liquidating value was $114.90, up 
from $105.08 a year earlier. 

Fidelity - Phoenix Fire Insur- 
ance Co.: Together with Continen- 
tal Insurance Co., this company 
controls the America Fire group. 
Its own underwriting record will 
make favorable comparison with 
any in the United States. Its 
underwriting profit in the first six 
months of last year amounted to 
$1,804,177. Net income from in- 
terest, dividends and rents 
reached $3,296,935 and this was 
augmented by a realized invest- 
ment profit of $146,826. It also 
reported an increase in invest- 
ment value to $8,868,244 to bring 
the combined half-year gain to 
$14,116,182, compared with $3,- 
771,453 in the first half of the 
year previous. As of June 30, last, 
per share liquidating value in- 
creased to $97.45 from $82.84 as 
of the same date in 1951. 

Fireman’s Fund Insurance Co.: 
One of the larger writers of fire 
insurance and through and to- 
gether with a subsidiary writes 
practicaly every other type of in- 
surance with the exception of life. 
Underwriting profits in the first 
half of last year of $1,905,655, up 
48.7% over the $1,281,216 in 
underwriting profit shown in the 
first half of 1951. Interest and 
dividends in the 1952 period 
netted $2,079,877 and realized in- 
vestment gain of $14,207 com- 
pared with $1,959,945 and $210,- 
165 respectively in the like pe- 
riod of the year before. After 
deducting investment value losses 
of $42,830 for the 1952 first half- 
year, the combined net gain 
amounted to $3,956,909, com- 
pared with $1,594,862 in the first 
half of 1951. Per share liquidating 
value as of June 30, last, had in- 
creased to $64.82 from $57.57 a 
share on the same date in the 
year previous. 

Hanover Fire Insurance Co.: 
One of the old line companies that 
began business in 1852, writes 
about every type of insurance ex- 
cept life. Underwriting profits in 
the six months to June 30, last, 
amounting to $110,017  repre- 
sented a sharp recovery from 
1951’s first half deficit of $483,- 
205. The net gain in investments 
of $815,348 also represented a 
marked reversal from the $591,- 
417 loss in the 1951 period, al- 
though realized investment gain 
of $17,781 compared with $226,- 
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685 reported for the first six} 
months of 1951. Net interests ani 


rents for the 1952 period ¢ 
$594,425 showed a gain from th 
earlier year’s net of $530,836 an¢ 
brought the combined gain for th 
1952 first half-year to $1,537,571, 
contrasting with a deficit of $317. 
101 for the half-year to June 30, 
1951, when per share liquidating 
value stood at $56.84. On the basis 
of June 30, 1952 balance shee 


figures liquidating value had in. j 


creased to $64.69 a share. 


Home Insurance Co.: Long the 


largest fire insurance underwriter 
on the basis of premium volume. 
Home Insurance also ranks as the 
leader from the standpoint of as. 
sets. As of June 30, cash stood a 
a little more than $33 million, 
U. 8S. Government bonds in exces: 
of $88 million and _ corporat 
bonds, at amortized value ani 
stocks amounted to $208.7 million, 
An outstanding feature of the 
company’s 1952 first half repor 
was an underwriting profit of 
$1,264,757 in contrast with under. 
witing loss of $4,359,909 in the 
1951 first six months. Other in. 
come, including $4,908,033 in net 
interest and dividends and $1, 
067,986 net realized on invest 
ments, resulted in a combined 
gain of $7,240,776 compared with 
$6,791,837 combined gain in the 
first half of 1951. Per share 
liquidating value on June 30, 1952, 
was $58.67, up approximately $ 
from the $51.69 a share indicatec 
on June 30, in the year previous 


Insurance Co. of North Amer: 
ica: Now in its 159th year, this 
company with its world-wide or- 
ganization writes practically 
every form of insurance excep! 
life. In the first half of 1952 vol- 
ume of net premiums writter 
amounted to $67.6 million, a gain 
of approximately $5 million over 
the 1951 first half volume. Its 
underwriting profit for the 1952 
period totalling $2,457,549 was in 
contrast to a deficit of $2,305,5% 
in the first six months of the pre 
vious year. Other income to June 
30, last, included a net of $5,197; 
725 in net interest, dividends ant 
rents, a gain in investment value 
of $10,529,024 and a realized in 
vestment gain of $432,661, for: 
combined gain of $18,616,959, 
compared with a combined gail 
of $8517,759 in the first half 6! 
1951. Per share liquidating valut 
as of June 30, 1952, amounted t 
$83.46. 


U.S. Fidelity & Guaranty Co.’ 
Although this company has ne: 
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released a statement of earnings 


yolume of new insurance written 
during the period amounted to 
$7,359,509, an increase of 16% 
over the first half of 1951. Its 
balance sheet as of June 30, 1952, 
showed holding of bonds and 
stocks to have risen to $198,824,- 
555, as compared with $154,322,- 
39) as of the same date in the 
previous year. Per share liquidat- 
ing value of the stock increased 
to $77.34 from $64.20 on June 30, 
of the year before. 





Have Meat-Packing Stocks 
Ended Their Slump? 





(Continued from page 589) 


expansion program in the interest 
of diversification has been sug- 
gested, but management has given 
no indication of moving in this 
direction. 


Geo. A. Hormel & Co. 


Concentration on packaging 
meat and other food products in 
cans for distribution in super 
markets and in _ delicatessens 
rather than in retail meat mar- 
kets has contributed to the better- 
than-average record of the Hor- 
mel company. Processing foods in 
this way has permitted a steady 
volume of business from month 
to month and has eliminated most 
of the seasonal peaks and valleys. 
Management has endeavored to 
provide employees with steady 
employment the year round and 
with this plan appears to have 
gained benefits in greater worker 
productivity and lower unit costs. 


Earnings have fluctuated less 
Violently than those of larger 
competitors. Net profit for the 
fiscal year ended October 31, 1952, 
declined to about $2.14 million 
from $2.41 million in 1951 despite 
an Increase in sales of $2.5 mil- 
lion. Earnings available for the 
cmmon amounted to $4.02 a 
share, compared with $4.54 in 
1951, This is one of the few com- 
panies in the industry that seems 
likely to benefit from possible eli- 
mination of excess profits taxes. 


International Packers, Ltd. 
Economic and political factors 
ave improved the outlook for In- 

ternational Packers, which con- 

(Please turn to page 608) 
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“I just found out in 
THE EXCHANGE Magazine... 


THAT America’s atomic sub 
builder, the General Dynamics 
Corporation, is also building Sabre 
jets in Canada, the land with no 
capital- gains tax. (Read ‘Sea, Air, 
and Atom,” by John Jay Hopkins 
President of General Dynamics, 
in THE EXCHANGE Magazine, 


page 1.) 


THAT you're neglecting your own 
interests in staying away from stock- 
holder meetings. A veteran attender 
tells you about his own colorful ex- 
periences. Page 12. 


THAT the world’s oldest stock 
certificate is dated June 16, 1288. 
Guess what country and why, then 
see this issue of THE EXCHANGE. 
THAT fifty-three common stocks 


on the Big Board have paid divi- 


THAT out of 50 most active stocks 
last year a total of 34 went up (which 
did which, and their changes, are 
tabulated for your inspection). 


dends every year since 1899. What 
they are, their prices, and how long 
they've been paying out, is discussed 
in the February issue, page 10. 

Why editors quote the 
New York Stock Exchange 


official magazine 


THAT the pessimists are wrong 
about the 1953 steel outlook, 
according to Tom C. Campbell, 
Editor, Iron Age, who gives his yy; magazine is widely quoted 
because men who make headlines, 
top executives of companies like 
Westinghouse, Du Pont, Standard 
Oil of Ohio, Erie Railroad, General 
Mills, General Shoe, Continental Oil 
discuss investors’ problems and talk 
shop in THE EXCHANGE, official 
magazine of the New York Stock 
Exchange. 


facts on a who, what, when, where 
basis. On page 7. 


Get 12 issues for only $1.00 


You'll understand a bit better just 
what’s happening, whether you're 
new at investing, or an old hand. 
Enclose a dollar bill, check or money 
order with the coupon below. 


20 Broad Street, New York 5, N. Y. 
Enclosed is $1.00 (check, cash, money order). 
Send me the next 12 issues of THE EXCHANGE. 
Name 

Address 

City 











Zone 
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Amenrican- Standard 


PREFERRED DIVIDEND 
COMMON DIVIDEND 
A quarterly dividend of $1.75 
on the Preferred Stock has nm de- 
clared, payable March 1, 1953 to 
stockholders of record at the close of 
business on February 24, 1953. 

A dividend of 25 cents per share on 
the Common Stock has been declared, 
payable March 24, 1953 to stockholders 
of record at the close of business on 
February 24, 1953. 


AMERICAN RADIATOR & STANDARD SANITARY 
CORPORATION 


OHN E. KING 
Vice President and Treasurer 


share 











TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of $1.00 per share and an additional 
dividend of 25 cents per share on the Com- 
pany’s capital stock, payable March 16, 
1953, to stockholders of record at the close 
of business February 27, 1953. 
E. F. VANDERSTUCKEN, JR., 
Secretary 














Atlas Corporation 


33 Pine Street, New York 5, N.Y. 
Dividend No. 45 


on Common Stock 








A regular quarterly dividend of 40¢ 
r share has been declared, payable 
arch 20, 1953, to holders of record 

at the close of business on February 

27, 1953 on the Common Stock of 

Atlas Corporation. 


Water A. Prrerson, Treasurer 
February 11, 1953. 






























PYatxenre 
CHRYSLER 


PLYMOUTH 
DODGE 


YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 











DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a dividend of one 
dollar and fifty cents ($1.50) per 
share on the outstanding common 
stock, payable March 12, 1953 to 
stockholders of record at the close 
of business February 24, 1953. 


B. E. HUTCH'NSON 
Chairman, Finance Committee 














Meat-Packing Stocks 
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ducts its operations largely in 
South America. The fact that 
earnings in U. S. dollars are af- 
fected so significanctly by fluctua- 
tions in foreign exchanges and by 
other restrictions on the move- 
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ment of capital presents serious 
risks in a business that is in- 
herently speculative. Neverthe- 
less, the management has made 
considerable progress in improv- 
ing its position. Sales in the first 
nine months of 1952 increased 
about 9 per cent and volume for 
the full year is estimated to have 
registered a comparable improve- 
ment. Accordingly, net income 
may have been well ahead of the 
$1.13 a share reported for 1951. 


Prospects for the company ap- 
pear to have brightened and, al- 
though forecasts are more diffi- 
cult for this concern than for do- 
mestic processors, there seems to 
be reason for thinking that 1953 
earnings may be as large as in 
1952 (which may have approxi- 
mated $1.40 a share), or perhaps 
even higher earnings may be at- 
tained in 1953. 


Because of uncertain political 
factors and exchange problems, 
management decided to adopt a 
more conservative policy last year 
by limiting distributions to semi- 
annual payments. Two distribu- 
tions of 30 cents each were paid. 
Maintenance of this rate would 
appear a reasonable expectation, 
and perhaps an increase to 40 
cents semi-annually may be 
deemed warranted. 


John Morrell & Co. 


Although operations of the 
Morrell company were adversely 
affected by the same conditions 
that depressed earnings of major 
packers, results last year appear 
to have been relatively more satis- 
factory than those experienced by 
some of the larger concerns. 
Morrell concentrates operations 
on pork products and on produc- 
tion of a widely advertised line of 
canned dog foods. This company, 
the fifth largest in the business, 
also places considerable stress on 
canned pork products. 


The severe 1951 flood closed the 
company’s Topeka, Kansas, plant 
and accounted for a loss of about 
91 cents a share for the year, 
which saw earnings of $1.53 a 
share. The plant later was sold. 
Thus with the absence of a non- 
recurring loss such as experienced 
in 1951, it is believed that net in- 
come for 1952 may have improved 
in spite of problems imposed by 
inventory losses on pork prod- 
ucts and price ceilings. Indica- 
tions of a smaller pork supply 
this year may suggest that volume 
of business for 1953 may be han- 
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dicapped to some extent, but pro. 
pects are regarded as promisin 
for more stable prices of pro. 
essed goods. 

Despite the industry’s record of 
wide swings in earnings, Morrel 
has been able to show an enviab} 
record of earnings stability ani 
dividends have been paid continp. 
ously since 1929. Payments in re. 
cent years have been at the rat 





of 50 cents annually. Prospect’ 
appear promising for mainte. 
nance of this rate. 


Swift & Co. 


Although profit margins re 
mained subbnormal, Swift & Co, 
experienced a reasonably satis. 
factory year in 1952. Increase 
tonnages helped offset lower 
prices and the adverse effects of 
disruptions on movement of live. 
stock to market. Reliance on “‘life’ 
inventory evaluations tended ti 
minimize unfavorable price trend 
in byproducts. Accordingly, née 
income rose to about $21 million 
for 1952 from about $12.1 mil. 
lion in the previous year and shar: 
earnings increased to $3.66 from 
$2.04 in 1951. 


The promising outlook for the 
coming year, aided by reassuring 
political influences, appears to 
have accounted for the manage. 
ment’s adoption of a more liberal 
dividend at the January meeting. 
Four quarterly distributions of 
50 cents each were authorized, a 
compared with 40 cents quarterly 
last year, and in addition a spe 
cial dividend of 50 cents was ort- 
ered paid March 5, making 4 
total of $2.40 for the calendar 
year 1953, compared with $2 for 
1952, when an extra of 40 cents 
was distributed. 

Adoption of the higher divi. 
dend despite the fact that the cash 
position had declined noticeably 
and even though working capital 
appeared to be subnormal may be 
interpreted as evidence of the 
management’s confidence in reste- 
ration of normal stability i 
marketing conditions which woul 
permit economies in operations. 


Wilson & Co. 





An encouraging improvemel! 
in earnings of foreign subsidiarié 
and a satisfactory year for : 
subsidiary making athletic goods 
enabled Wilson & Co., third larg 
est packer, to fare reasonablj 
well considering the many hand: 
caps on meat processing. Nel 








lov 
cor 
tio 


iss 


thi 
pre 
sal 
ret 
pes 
sul 


Thi 
spo 
of 

is 1 
195 
siti 
the 
lior 
ent 
pay 
$11 
pro 
diti 
the 
hop 









Dut pros. 
romising 
of pro. 


record of 
- Morrel) 
enviable 
lity and 
continu. 
its in re. 
the rate 
-rospects 


mainte. 


pins re. 
ft & Co, 
ly satis. 
ncreased 
t = lower 
ffects of 
, of live 
on “‘life’ 
snded ti 
ce trends 
gly, net 
L million 
(2.1 mil: 
nd share 
.66 from 


| for the 
assuring 
years t 
manage. 
‘e liberal 
meeting. 
tions of 
rized, as 
juarterly 
n a spe 
was ord. 
aking 4 
calendar 
h $2 for 
40 cents 


ier divi- 
the cash 
oticeably 
py capital 
1 may be 
of the 
in resto: 
lity m 
ch woul 
‘ations. 


rovemell! 
ysidiarie 

for the 
tic good 
ird larg: 
asonabl) 
iy hand 
ng. Nei 











STREE! 














profit came to $1.28 a share on 


$826.4 million of sales, against 
$1.79 a share on sales of $823.6 
million in the previous year. Net 
income of foreign subsidiaries 
rose to $4.89 million from $2.05 
million in 1951. This improvement 
compensate in part for the disap- 
pointing showing of the domestic 
food operations, which had a loss 
of about $700,000 for the year, as 
compared with a net profit in 1951 
of $2.7 million. 

Despite the promising outlook 
for the industry this year and the 
possibility of continued progress 
in foreign subsidiaries, there 
seems to be some doubt as to whe- 
ther management would be justi- 
fed in resuming dividends on the 
common at once. Cash position 
has deteriorated, and an enlarge- 
ment of working capital would 
appear a reasonable expectation. 
Nevertheless, if net profit this 
year should approach a goal of 
$2.25 to $2.50 a share, there would 
seem to be ample reason for an- 
ticipating restoration of the com- 
mon shares to a dividend basis. 


Stocks in the packing group 
have been under pressure for 
some time. Many had declined to 
levels approximating the 1949 
lows. Dividend uncertainty has 
contributed to scattered liquida- 
tion and to unwillingness of some 
types of investors to include these 
issue in their portfolios. Prospect 
of an increase in meat production 
this year of 2 to 4 per cent holds 
promise of worthwhile gains in 
sales and in earnings. Shares of 
representative issues should ap- 
peal to investors in position to as- 
sume ordinary business risks. 





20 Stocks Acting Better 
Than Average 
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This prospect undoubtedly is re- 
sponsible for the better action 
of the stock in recent weeks. It 
ls now about 17 compared with a 
1952 high of 2434. Financial po- 
sition has greatly improved with 
the liquidation of some $6.5 mil- 
lion in inventories which appar- 
ently facilitated reduction of notes 
Payable by $5 million, or from 
$11.5 million to $5.5 million. Im- 
proved inventory position in ad- 
dition to the sounder position of 
the carpet market lend weight to 
hopes of considerably increased 
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earnings in the period ahead. The 
company maintained the regular 
3714 cent quarterly dividend 
throughout 1952, even through 
the period of deficits. With earn- 
ings prospects improving and the 
financial position strengthened, it 
seems logical to expect continu- 
ation of the present rate, thus 
lending support to expectations of 
moderate appreciation prospects 
in the period ahead. 


Ingersoll-Rand Co.: On Nov. 24, 
a secondary block of this stock, 
amounting to about 15,000 shares 
was sold at approximately $90 a 
share. It is now selling at approxi- 
mately 98. Regardless of the rea- 
son for the sale, it is important 
to recognize that blocks of this 
size in such high-priced stocks are 
not acquired without the most 
painstaking investigation by well- 
informed buyers. What seems to 
be behind the rather conspicuous 
strength of the stock is the emerg- 
ing prospect for a stock split. This 
is probably the strongest of the 
companies specializing in heavy 
machinery and it is exceedingly 
well entrenched in the industry. 
Earnings since the war have av- 
eraged close to $9 a share. Divi- 
dends are currently at $5 regular 
on an annual basis and last year 
an extra of $1 a share was de- 
clared. The fundamental invest- 
ment quality of the stock is indi- 
cated by the fact that it is selling 
at about 10 times estimated 1952 
earnings whereas other stocks in 
the machinery group are selling 
at only five and six times earn- 
ings, illustrating the much great- 
er investment valuation accorded 
the stock by the market as com- 
pared with others in the same 
group. 


International Paper Co.: Al- 
ready the world’s largest paper 
manufacturer, including news- 
print, kraft, book and practically 
every other type, this company is 
steadily improving its position in 
an expanding industry. Last year, 
dispite price controls restricting 
the ability to offset higher costs, 
and smaller sales volume in the 
early months, earnings on the 
common stock, it is estimated, 
were equal to $5.50 a share, or 
almost twice current dividend re- 
quirements of $3.00 a share an- 
nually. Improved demand, setting 
in during the second half of the 
year is expected to hold througn 
the better part of 1953, with the 
outlook that newsprint capacity 
will be short of demand for some 
time to come. Included in the 
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Dividend Notice 


A quarterly dividend of 
75¢ per share has been 
declared on the Common 
Stock of the Corporation 
payable March 10, 1953 
to stockholders of record 
at the close of business 
February 13, 1953. 


CHARLES P. HART 
Secretary & Treasurer 
New York, N. ¥., January 22, 1953 


GENERAL 
DYNAMICS 


CORP CO RA Vt CO RR 
445 Park Ave., New York 22, N. Y. 


DIVISIONS 





INVESTMENT COMPANY 
OF ILLINOIS 


89TH CONSECUTIVE 
DIVIDEND 
ON COMMON STOCK 


The Board of Directors declared 

a regular quarterly dividend on 

the Common Stock of 40 cents 

per share, payable March 2, 

1953, to stockholders of record :‘ 

February 16, 1953. : 
D.L. BA RNES, JR. 


reasurer 


January 30, 1953 


Financing the Consumer 
through nation-wide 
subsidiaries— principally: 


Public Loan Corporation 


Domestic Finance Corporation 
Loan Service Corporation 
Ohio Finance Company 

General Public Loan 


Corporation 








company’s expansion program, 
financed without restorting to 
(Please turn to page 610) 
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outside sources, is a new plant of 
48,000 tons capacity annually for 
the production of fibre shipping 
containers and a new milk con- 
tainer plant capable of converting 
1,000 tons of kraft paperboard a 
month into 45 million containers 
of various sizes. The common 
stock, recently selling at 1952-53 
high of 5514, is presently priced 
at 54 where it yields 5.5%. 


Libby-Owens-Ford Glass: 
Steady buying in this issue has 
moved the stock up from last 
year’s low of 33 to the recent high 
above 42. Much of the interest in 
the company has been based on 
the excellent sales outlook for 
1953 on the indicated demand 
from the automobile and build- 
ing industries. Libby-Owens has 
just announced that January ship- 
ments exceeded the highest pre- 
vious normal month, and appar- 
ently looks like a year of heavy 
demand. 

Due primarily to the steel strike 
and its adverse effect on auto 
glass requirements, sales for 1952 
are estimated at approximately 
$166 million compared with 
$176.2 million in the previous 
year. Profits also are likely to be 
just slightly lower than the $3.01 
earned in 1951. 

On a longer-range basis, Libby- 
Owens, producer of flat and safety 
glass, should enjoy expansion. De- 
velopment of special, decorative, 
military glass and plastics has 
provided diversified production. 
In addition the recent entry of the 
company into fibre glass lends 
further optimism as to the cor- 
poration’s longer-term growth. 


National Dairy Products: This 
issue, representing the largest 
unit in the industry has shown a 
considerable measure of earnings 
stability and a steady uptrend in 
dividend payments in the post- 
war period 1945 to 1952. The 
stock has followed this influence 
by advancing from under 30 in 
1949 to 62 this year. 

Sales have increased from 
$632.7 million in 1945 to $1,100 
million in 1952. Earnings have 
averaged $4.00 per share in this 
period with $4.20 a share esti- 
mated for 1952. National has been 
aggressive in research, spending 
over $200 million on expansion 
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and improvements from 1946 to 
1952 and planned expenditures of 
$22 million for 1953. Financial po- 
sition is extremely strong. Work- 
ing capital at the beginning of 
1952 amounted to over $140 mil- 
lion including $41 million cash 
items. 

The pattern for 1953 is ex- 
pected to be similar to that for 
1952, strong consumer demand, 
slightly higher selling prices and 
profits. Elimination of E. P. T. 
might equal $1.00 a share. 


In 1945 the dividend rate was 
$1.40 a share. In almost every 
year since then, the payment has 
been increased. Last year the com- 
pany paid out $3.00 per share. On 
its record, National’s depend- 
ability as an income producer ap- 
pears to be common among in- 
vestors. 


Phelps Dodge Corp.: This sec- 
ond largest domestic copper pro- 
ducer strengthened its position by 
opening up a new open pit mine 
in 1952, and proceeding with de- 
velopment of an additional open 
pit copper mine which it expects 
to have in operation before the 
end of next year. Simultaneously, 
with increasing copper produc- 
tion capacity, currently around 
300,000 tons a year, in addition to 
expanding refinery and fabricat- 
ing facilities, the company has as- 
sociated itself with Carter Oil, an 
S. O. of New Jersey subsidiary, 
and Continental Oil, in certain oil 
prospects and exploration proj- 
ects. Phelps Dodge also owns 
100,000 shares of Amerada Petro- 
leum, purchased in 1952 as an in- 
vestment for $18.8 million. Earn- 
ings in 1952, adjusted for the 
2-for-1 stock split last April, are 
esitmated at $3.75 a share, before 
depletion. While lower output was 
somewhat of a factor in this show- 
ing, price controls, in the face of 
higher costs, worked a hardship 
on the company, a condition that 
will be eliminated in the current 
year with the lifting of govern- 
ment restrictions. The favorable 
market action of the stock which 
has been carried from a low of 
33 last year to a recent high of 
4314, reflects the improved out- 
look as well ag the speculative pos- 
sibilities of the company’s oil in- 
terests. 


Phillips Petroleum: Anticipat- 
ing continuing favorable progress, 
this stock has been in a general 
uptrend in recent years. Construc- 
tive investment attitude towards 
Phillips has been the result of ex- 
tensive and consistent growth in 


petroleum, chemicals and natura 
gas developments, 


One of the faster-growing com. 
panies of substantial size and di. 
versification in the oil industry, 
net earnings have increased ip 
each of the past four years. Re. 
porting $3.68 a share in 1949, in. 
come rose to $4.24 in 1950, $5.11 
for 1951, and last year reached 
new peak at $5.17 per share. Cur. 
rent market-price activity also re. 
flected the recent increase in 
the dividend from $.60 to $.65 
quarterly. 


The bulk of sales and operations 
are still in oil and petroleum prod. 
ucts, but increasing activity in 
petrochemicals and large-scale de. 
velopment of natural gas and ex. 
ploration gives the company one 
of the best potentials in the field, 
Phillips is reputed to possess the 
largest reserve of natural gas, and 
research in all divisions has stimv- 
lated constant growth. Persist. 
ence of thig trend gives the stock 
above-average long-term appeal. 


F. W. Woolworth Co.: Up to 
very recently, this stock has acted 
a good deal better than in the sey- 
eral years just preceding. Appar- 
ently, the stock was caught up in 
the general softening of the list. 
This, however, should be a tem- 
porary relapse as the company has 
been making a very good showing, 
as compared with similar organi- 
zations. Thus, sales for 1952 at 
$712 million were 4.2% above 
those of the preceding year. De- 
cember results were especially 
good and they were 7.2% higher 
than for the same month in 1981. 
Earnings for 1952 are estimated 
at $3.30 a share compared with 
$3.22 a share the year before. The 
increase may not seem spectacu- 
lar but compares favorably with 
similar organizations, some of 
which dropped behind in their 
earnings last year. The company 
continues its progressive merchan- 
dising policy and much interest 
has been aroused in the opening 
of its first self-service unit in New 
York. The opening of its more or 
less revolutionary store in San 
Francisco, the largest among the 
2000 operated, is also a_ note- 
worthy development. Woolworth 
is pursuing a progressive policy 
otherwise as, for example, in its 
up-grading policy, with a num- 
ber of articles now selling at $5 
or higher. This, obviously, is an 
enormous departure from the or!- 
ginal concept of a five-and-ten 
cent store. This extremely well- 
managed and financed company 
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has been paying $2.50 a share in 
dividends, including a 50-cent ex- 
tra. At current prices of around 
45, the yield is just under 6%. 
For a stock of this steady earning 
power, it seems undervalued at 
current prices. 
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Companies with Largest 
Retained Earnings Over 
Past 10 Years 
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$159.8 million in 1943 to $319.7 
million at the close of 1951. At 
that time the depreciation reserve 
balance had grown to $122.5 mil- 
lion, with net property account 
standing at $197.2 million. Cap- 
ital expenditures in 1951 alone 
exceeded $46 million. Considering 
1952 capital outlays, net property 
account now stands at consider- 
ably in excess of $200 million. 

From net earning of $1.14 a 
share in 1943, a war year, Armco 
has built earning power to a level 
where per share earnings in each 
of the last three years—1950-52, 
have averaged $8.12. Despite the 
mid-summer steel strike 1952 net 
will probably run in excess of 
$6.50 a share. Dividends paid in 
1948 amounted to $1 a share on 
2,863,724 common shares then 
outstanding, compared with cur- 
rent rate of $3 a share on 5,214,- 
997 shares now outstanding. Dur- 
ing the same period net working 
capital increased from $36.6 mil- 
lion at the end of 1943 to $119.0 
million at the close of 1951. This 
figure reflects, in part, the sale 
of a new issue of 819,737 shares 
of common stock in 1951, as well 
as the complete elimination, 
through redemption or conver- 
sion, of the then outstanding 
$4.50 cumulative preferred stock. 
To provide additional funds, Arm- 
co sold $25 million of 10-year, 
3% sinking fund debentures to 
Equitable Life in January, 1952. 
No doubt the 1953 balance sheet 
will reflect the accretion of these 
funds. 

Through the expansion pro- 
gram, Armco not only achieved a 
40% increase in productive capac- 
Ity but effected operating effici- 
encies and broader diversification 
of products. Full benefits of Arm- 
co’s growth have yet to be reflect- 
ed in production and earnings. 
Its new $36 million Ashland, 
Kentucky, continuous hot strip 
mill should add substantially to 
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1953 results. To this will be added 
the earning power of the new 
$39 million blast furnace at Mid- 
dletown, expected to be in opera- 
tion in March of this year. 

Armco, now the sixth largest 
integrated steel producer, has 
strengthened its hold on that posi- 
tion. Its growth, measured by in- 
crease in ingot capacity, has been 
one of the greatest of any of the 
larger steel companies and has 
been along sound lines. 


Crown Zellerbach Corporation 


Total common share earnings 
of Crown Zellerbach in the ten 
years to the end of the fiscal 12 
months ended April 30, 1952, 
were equal to $53.04. Of this 
amount, approximately 62.6%, or 
$93.2 million was retained in the 
business. All this and more has 
been put back into expanding tim- 
ber holdings, building new plants 
and developing new products. 
Since the end of the war capital 
expenditures, including those 
made in the first half of the cur- 
rent fiscal year ending next April, 
aggregate more than $141 million, 
exclusive of $15 million earmark- 
ed “special funds” and invested 
in U. S. Treasury Bills against 
further plant improvements. 

In the 10 years since 1943, the 
company has expanded net prop- 
erty account from $58.5 million to 
$111.6 million as of October 31, 
last. It has built net working cap- 
ital from $25.6 at the end of the 
1943 fiscal year to more than three 
times that amount, or $77.7 mil- 
lion. Earning power that produced 
$2.13 a share in 1948 on 2,271,199 
common shares then outstanding 
has increased year by year with- 
out interruption to where in the 
three years 1950 to 1952 annual 
average net for the 2,908,547 com- 
mon shares now outstanding has 
been $7.36 a share, with actual 
net in the 1952 fiscal year being 
equal to $7.75 a share. In the first 
half of the current fiscal period 
net amounted to $3.48 a share. 
In the interim, dividends on these 
shares have been increased from 
the $1 annual rate in 1943 to $3.00 
a share in 1952, the latter amount, 
despite the higher rate, represent- 
ing a payout of only 42% of net, 
compared with 65% in 1943. 

Among the highlights of Crown 
Zellerbach’s growth are its great- 
ly strengthened position in tim- 
ber reserves, the development of 
new paper products and new uses 
for old products and its stepped 
up research work looking toward 


further development of new pro- 
ducts and the possibility of devel- 
oping into commercial products 
much of the waste material that 
is a by-product of the pulp mak- 
ing process. 


Reynolds Metals Company 


Over 10 years to the end of 
1952, earnings of Reynolds Metals 
for its common stock amounted 
to $45.42 a share. Of this sum, 
$37.88 a share, or 83.4% was re- 
tained. Roughly, the total amounts 
to $70 million. But that sum fell 
short of the needs of the company 
to expand production facilities by 
increasing capacity of plants al- 
ready in operation, constructing 
new plants and fortifying its posi- 
tion as to mining and ore reserves. 


Since the beginning of World 
War II, consumption of aluminum 
has passed all other major metals 
with the exception of steel, to 
which it now ranks second in ac- 
tual volume used each year. Cou- 
pled with increasing commercial 
consumption of the metal has been 
the need for greatly increased 
output to meet defense needs. In 
1951 alone, Reynolds completed 
the expansion of an established 
plant and constructed two new 
units that raised its production 
capacity by 206 million pounds. 
This was accomplished at a cost 
of $85 million. Other facilities 
scheduled for operation last year 
involved expenditures of close to 
$80 million. Part of the funds to 
carry expansion plans in the last 
few years have been advanced by 
the Government and necessary 
balances were obtained from 
banks and long-term debt obliga- 
tions, purchase money notes, etc., 
amounting to $187,573,080 as of 
Dee. 31, 1951. This figure will, un- 
questionably, undergo some 
change in the final report for 
1952. The work of expansion con- 
tinues. The new aluminum reduc- 
tion plant at Arkadelphia, Ark., 
with a capacity of 110 million 
pounds of aluminum is expected to 
be in operation this year as will 
the new extrusion presses in the 
$24 million plant being built by 
the Air Force to be operated by 
Reynolds. 


Indicative of the company’s 
growth since 1943 is the increase 
in net property account from $20.3 
million then to considerably in 
excess of $200 million now. Net 
current working capital of ap- 
proximately $52 million compares 
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with $20 million 40 years ago. 
From per common share earnings 
of $1.99 in 1948, earning power 
has risen to where in the three 
years from 1950 to 1952 average 
annual net per share was $8.39, 
with indicated net for 1952 at 
$7.50 a share. 


Sun Oil Company 


In the 10 years to the close of 
1952, Sun Oil’s retention of net 
earnings applicable to its common 
stock approximated 82.9%. Based 
on preliminary figures for last 
year, this amounts to around $225 
million that the company has put 
back into its business, enabling it 
to keep pace with the continued 
growth of the oil industry. 

An index to the results of the 
policies followed by the company 
is that growth in its property ac- 
count which in the years from 1943 
to mid-year 1952 expanded from 
a net balance of $110 million to a 
net of $234.6 million, with depre- 
ciation, depletion and amortiza- 
tion reserve at the later date 
amounting to $231.9 million. Over 
the same span of time net working 
capital has grown from $59.3 mil- 
lion to $100.7 million. Long-term 
debt has been cut from $35 mil- 
lion to $10 million. Earning power 
has been increased from where in 
1943 net on the common stock was 
equal to $4.56 when there were 
2,850,826 shares outstanding, to 
an annual average in the last 
three years of $5.91 a share, with 
1952 net equal to approximately 
$6.01 a share on 7,081,927 shares 
now outstanding. 

Sun Oil, as a result of its ex- 
pansion, is geared, along with 
other leaders in the industry, for 
the highest rate of operations in 
its history. In all probability, cap- 
ital expenditures in 1953 will 
equal those of last year. Although 
the industry’s productive capacity 
is at a new high level and sizeable 
inventories of both crude and its 
products have been built up in- 
dicating the possibility of a tem- 
porary oversupply, indications are 
that 1953 will prove another prof- 
itable year. 


The Firestone Tire & Rubber Co. 


Of total net earnings on its 
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common stock in the 10 years to 
Oct. 31, last, Firestone retained 
68.7%, or $178.8 million to be put 
back into its business. During the 
war, plant expansion was princip- 
ally for the greater production of 
tires and other goods essential to 
the war effort. The end of the con- 
flict permitted reconversion of 
plants and the longed planned ex- 
pansion for the manufacture of 
new products. In that connection, 
Firestone, in the 7 years to Oct. 
31, 1952, made capital expendi- 
tures of $209.2 million. Over the 
10 years period from 1943, net 
property account increased from 
$77.3 million to $142.4 million. 
Net working capital grew, in the 
same period, from $107.7 million 
to $288.2 million. 


From net income per common 
share of $3.20 in the 1943 fiscal 
year, Firestone’s earning power 
expanded to an annual average for 
the last three years of $10.51 a 
share, with 1952 fiscal year’s net 
being equal to $10.89 a share. 
Back in 1948 when there were 
1,945,896 common shares out- 
standing, dividends were at the 
rate of $3 annually. The company, 
always liberal in its dividend pol- 
icy despite large capital expendi- 
tures in recent years, split the 
common stock 2-for-1 in 1951 and 
paid out a total of $3.50 in cash 
last year on 3,912,993 outstanding 
shares. The sale in May, 1952, of 
$75 million 25-year 314%, deb- 
entures provided funds to repay 
short-term bank loans and about 
$37 million for plant expansion, 
improvements and_ additional 
working capital, further strength- 
ening Firestone’s financial posi- 
tion. 


A number of important new 
products were added to output in 
1952. These included a line of 
improved tires and tubes for cars 
and trucks; the Firestone Dri- 
Charged battery, and Firestone 
Exon vinyl resins, with materially 
increased capacity for the produc- 
tion of the many other items pro- 
duced by Firestone, including 
Foamex, a foam rubber, Velon 
plastic fibers, mechanical rubber 
goods and a long list of defense 
products such as jet engine parts, 
recoilless rifles, aircraft rockets, 
50-caliber AA guns, and guided 
missles. 





Year-End Corporate 
Statements and First 
Quarter Outlook 
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quarter 1953. Beyond that period, 
the outlook is shrouded in some 
uncertainty, unless, of course, 
military operations are stepped 
up and consequently, the demand 
for oil greatly stimulated once 
more. 

Chief among the earnings gain- 
ers in the fourth quarter were the 
aircraft manufacturers, who 
showed wide gains in profits. With 
operations now at full blast and 
the re-tooling process more or 
less completed, the outlook for 
this group is for an exceedingly 
high level of earnings in the next 
two quarters at least. 

On an over-all basis, while the 
general trend of earnings was up 
in the final quarter of 1952, some 
companies either failed to keep 
step or just about managed to 
hold their own. Merchandising 
concerns are troubled by the low 
profit margin and other groups, 
such as drugs, textiles, movies and 
liquors are still struggling with 
fundamental problems and low 
profit margins. 

In the following, we present a 
brief report and analysis of the 
earnings of several selected com- 
panies. These all appear in the 
accompanying table or the one 
appearing in Part 1 in the pre- 
ceding issue of the Magazine. 





U. S. Steel Corp. Income per 
share for the fourth quarter was 
$1.60, compared with 92 cents in 
the third quarter and 61 cents in 
the second, the difference, of 
course, accounted for by the 
strike in June and July of last 
year. For the full year, earnings 
were $4.56 a share compared with 
$6.10 a share. 

Sales for the period were ap- 
proximately $996 million, com- 
paring with $1.02 billion the pre- 
vious year. Recovery from the 
strike effects in the fourth quar- 
ter is indicated by a comparison 
with second and third quarter 
sales, when they amounted to 
$596 million and $679 million re- 
spectively. 

On a pre-tax basis, fourth quar- 
ter earnings were $98 million 
comparing to $53.4 million in the 
third quarter. After taxes, profits 


. amounted to $48 million in the 
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fourth quarter, compared with 
$30 million in the third quarter. 

As compared with the final 
quarter of 1951, pre-tax earnings 
showed a shrinkage of about $54 
million. Nevertheless, net income 
at $53 million for that period was 
only slightly above the $48 million 
indicated for the final period of 
1952. The anomaly is explained 
by the apparent utilization, pro- 
rated for that period, of $43 mil- 
lion income tax credit arising out 
of the creation of an excess profits 
tax credit due to the strike. At 
any rate, earnings per share for 
the fourth quarter 1952 at $1.60 
were almost equal to the $1.64 a 
share reported for the same 
period of 1951, an unusual show- 
ing considering the $54 million 
difference in pre-tax profit. 

With operations at capacity, in- 
dications are that first quarter 
1953 will end with profits close 
to if not equal to those of the last 
period. Present earnings are more 
than double the 75 cent regular 
quarterly dividend, offering added 
— that they can be main- 
tained. 


Union Carbide & Carbon Corp. 
Holding to an approximately even 
80 cents a quarter for the first 
three periods of 1952, earnings 
advanced in the last quarter to 95 
cents a share. For the full year, 
earnings were $3.41 a share com- 
pared with $3.60 the previous 
year. Sales were approximately 
$272 million, compared with $227 
million in the same period of 
1951. Despite the increase in 
sales, net profits for the fourth 
quarter of 1952 were only about 2 
cents a share higher than in the 
corresponding period of 1951. Ac- 
cording to the company, the de- 
cline in net income for 1952 and, 
presumably, the failure of earn- 
Ings in the fourth quarter to in- 
crease materially, was due to “the 
higher cost of labor and materials 
and the higher charges for depre- 
ciation and five-year amortization 
on the corporation’s production 
facilities. 

First quarter 1953 should show 
continuation of the favorable 
sales trend and the momentum 
could conceivably carry over into 
the second quarter. The fifty-cent 
regular quarterly dividend rate is 
currently covered by a margin of 
close to 100%. The annual divi- 
dend, including the usual 50-cent 
year-end extra, has been covered 
by a margin of about 50%. There 
seems little doubt about the se- 
curity of these dividends. 
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American Can Co. This com- 
pany’s quarterly earnings for 
1952 were irregular, varying 
from 40 cents a share in the sec- 
ond quarter to 83 cents a share 
in the third quarter. In the fourth 
quarter, they amounted to 61 
cents a share. For the full year 
1952, earnings were $2.25 a share 
compared with $2.50 a share the 
year previous. (Shares were split 
4-for-1 in 1952.) The difference 
in earnings between the two 
years is accounted for by costs 
arising out of the steel strike and 
higher wages which amounted in 
total to about $20 million, accord- 
ing to the president of the com- 
pany. However, price relief of 
4% instituted the middle of last 
September permitted an increase 
in revenues of about $6 million. 
On the basis of these higher costs, 
net operating margin for 1952 
was 4.4% compared with 5.3% 
the previous year. With uninter- 
rupted operations in the present 
year, there should be some recov- 
ery in the profit margin. This esti- 
mate is based on anticipation of 
higher sales in 1953; in 1952, they 
were $621 million comparing with 
$570 million in 1951. 

The 35-cent quarterly rate is 
covered by a more substantial 
margin than in the earlier part 
of 1952 and should be well sup- 
ported by the prospective increase 


in earning for the period ahead. 


The financial position of the com- 
pany, of course, is very strong, 
further buttressing the dividend 
rate. 


Douglas Aircraft Co. The com- 
pany’s fiscal year ends Nov. 30 
and the fourth quarter 1952 earn- 
ings amounted to $3.84 a share, 
compared with $1.39 a share the 
same period the previous year. 
For the full fiscal year 1952, earn- 
ings were $8.97 a share, compared 
with $5.76 a share in 1951. Of 
total 1952 earnings, $1.06 a share 
were of a basically non-recurring 
order, so that a more accurate 
comparison of the two years 
would indicate $7.91 a share in 
1952 against $5.76 a share in 
1951. 

Sales for the final quarter of 
1952 amounted to about $208 mil- 
lion, far above any experienced in 
any quarter in the past year. In 
the fourth quarter of 1951 fiscal, 
sales were only $72 million, indi- 
cating the extent of the rapid in- 
crease since then. 

With military contracts amount- 
ing to about 88% of the more 
than $2 billion backlog, it is ap- 


parent that the company has ap- 
proximately four years business 
on the books. Additionally, orders 
from domestic and overseas air- 
lines are increasing though the 
problem of filling these orders is 
complicated by pressure by the 
government for military type 
planes. 

Based on the reported showing 
of $3.34 a share in the final quar- 
ter of fiscal 1952 and with net in- 
come, accordingly, at $4 million, 
net profit margin on the $208 mil- 
lion of sales was slightly under 
2%, which is more or less normal 
for the industry. With sales now 
running at approximately $50 
million a month, it would be pos- 
sible to envisage earnings for the 
full year 1953 at close to $10 a 
share, though this is quite early 
yet to make such a forecast. In 
any case, earnings for the nearby 
quarters should at least approxi- 
mate those of the excellent fourth 
quarter of 1952. 

In the calendar year 1952, the 
company paid $3.75 a share in 
dividends. Obviously, the current 
rate of earnings is more than ade- 
quate to maintain this rate. 


Ward Baking Co. Quarterly 
comparisons of earnings of this 
company cannot be precise owing 
to the different number of weeks 
apportioned to each “quarterly” 
period. However, on a roughly 
approximate basis, earnings 
amounted in the final period of 
1952 to 32 cents a share (for the 
10-week period), compared with 
49 cents a share in the same pe- 
riod of 1952. 

Earnings for the year were 
$2.36 a share compared with $2.44 
a share in 1951. For the year, the 
profit margin on sales only de- 
clined from 2.18% to 1.96%. Fac- 
tors in reducing the profit mar- 
gin were difficulties caused by de- 
lay in the Office of Price Stabiliza- 
tion in formulating an adequate 
price order, during the early part 
of the year; higher labor costs 
with successively higher wages, 
including “fringe” benefits, and 
the company’s inability, owing to 
price regulations, to raise the 
price of bread in some areas. 
Earnings were reduced also by 
higher advertising charges and 
non-recurring expenditures for 
market research in some com- 
paratively undeveloped population 
areas. 

A factor that should improve 
operating efficiency is the removal 
of production from the Brooklyn 
plant to the modernized Bronx 


(Please turn to page 614) 











PHELPS DODGE 
CORPORATION 


The Board of Directors has 
declared a quarterly dividend 
of Sixty-five Cents (65¢) per 
share on the capital stock of this 
Corporation, payable March 10, 
1953 to stockholders of record 
February 25, 1953. 


M. W. URQUHART, 
Treasurer. 


February 13, 1953 
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UNITED CARBON COMPANY 
DIVIDEND NOTICE 


A quarterly dividend of 6214 cents per share has 
been declared on the Common Stock of said 
Company, payable March 10, 1953, to_ stock- 
holders of record at three o'clock P.M. on 
February 25, 1953. 

C. H. McHENRY, Secretary 




















Companies With Largest 
Retained Earnings 
Over Past 10 Years 
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plant. The principal handicapping 
factor is the very high labor cost 
and new difficulties in effecting 
working arrangements equally ac- 
ceptable to management and the 
employees. An offsetting factor is 


lower ingredient costs and the, 


greater availability of such in- 
gredients. In addition, the pos- 
sible ending of price controls 
should prove beneficial. In any 
case, high national income offers 
a firm base for expanding sales 
on which a somewhat higher mar- 
gin of profit should be enjoyed in 
coming months. 

The dividend rate has been es- 
tablished at $2 annually (includ- 
ing $1 extra) for the past three 
years. The dividend margin, while 
not overwhelming, seems ade- 
quate in view of the satisfactory 
financial position of the company. 


BOOK REVIEWS 


YOU, YOUR HEIRS AND 
YOUR ESTATE 
By GEORGE BYRON GORDON 


“The day of the lone wolf is over,” 
says George Byron Gordon in a 104- 
page study on estate planning. Gordon’s 
study carries the title, “YOU, YOUR 
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HEIRS AND YOUR ESTATE” and 
has just been released by Business Re- 
ports, Inc., 225 West 34th Street. “We 
are living in too complex a society for 
any one man, no matter how brilliant, 
to be able to run all the affairs of his 
estate without expert guidance.” An 
estate owner must make his own de- 
cisions. “But he is a blazing fool if, 
before he jumps at a conclusion, he does 
not consult competent legal authority, 
competent insurance authority and com- 
petent tax and investment counsel. He 
simply cannot afford to take a chance 
on ignorance—the cost is much, much 
too high.” 

Sub-titled AN APPROACH TO ES- 
TATE PLANNING, the book is the 
most recent of the special studies pub- 
lished by Business Reports, Ing. It 
stresses the need for planning by per- 
sons of high earning power as well as 
by those already having a substantial 
accumulation of property. Six basic 
principles of planning apply equally in 
both situations. 

Based on the concept that “people are 
the most important element in estate 
planning,” the book guides the reader 
to the answers to these crucial ques- 
tions about the future use and disposi- 
tion of his property: WHO, WHY, 
WHEN, WHAT, HOW. In tackling 
these questions, the book shows how 
to select beneficiaries, helps to deter- 
mine their needs and guides the reader 
to a choice of the time and the manner 
of providing for them. 


Business Reports, Inc. $7.50 


THE STATE OF LATIN AMERICA 
By GERMAN ARCINIEGAS 


in The State of Latin America,* Ger- 
man Arciniegas has written an ex- 
tremely readable and often disturbing 
book about the political convulsions 
which have taken place in recent years 
in the countries of the Western Hemi- 
sphere south of the Rio Grande. Seeing 
events in terms of a clear-cut struggle 
between dictatorship and democracy, 
Arciniegas begins with a full account 
of the somewhat paradoxical but al- 
ways authoritarian Peron regime in 
Argentina, and moves on through the 
other Latin American countries to fin- 
ish with Mexico. 

The narrative serves as clear warn- 
ing against any quick confidence that 
the democracy accepted in the United 
States is widely practiced to the South. 
Among the more serious offenders Ar- 
ciniegas gives prominent place, along 
with Argentina, to Colombia, where 
Laureano Gomez replaced a democratic 
regime with its opposite in 1949, and to 
Venezuela, where the cloak of mystery 
thrown around the recent elections 
tends to confirm Arciniegas’ distrust of 
the ruling military junta. 

If there is a serious weakness in The 
State of Latin America, it is the book’s 
exclusive concentration on political fac- 
tors. Moreover, it must be admitted that 
the degree of political democracy is not 
the only criterion by which a govern- 
ment should be judged. Complete free- 
dom is very far from being a guarantee 
of good administration. On the other 
hand, leaders with no use or tolerance 
for opposition have been known on oc- 
casion to leave their countries better off 
than they found them. Reluctance to 
face this difficulty leads Arciniegas to 
do less than justice, for example, to the 
pre-1945 Vargas regime in Brazil. 


The author does well, however, 
point out that a dictator is forced t 
spend most of his budget on the army 
and police; and he warns that the arm; 
and munitions given to Latin Americap 
governments by the U. S. may not gl. 
ways be put to the uses for which the 
U. S. intended them. 


Alfred A. Knopf 


BASIC RULES OF ORDER 
By THOMAS H. ELIOT 


The purpose of this manual is to pro. 
vide a short, clear, and usable set of 
Rules of Order for the use of clubs, so. 
cieties, fraternities, committees, busi. 
ness groups—in fact, virtually all kinds 
of organizations except legislative 
bodies. Those parliamentary practices 
which are familiar, tested, and sound 
are embodied here in specific rules. But 
where the old practice is unduly con. 
plicated, or the old parliamentary lang. 
uage is confusing, it is replacéd here by 
simpler procedures and understandable 
phrases. 

For those who have the problem of 
conducting a meeting in the face of a 
small but highly organized opposition 
group, the book is an invaluable guide, 
Eliot’s Basic Rules of Order is tully 
illustrated by down-to-earth examples 
from such actual situations. By elimin. 
ating legalistic frills and archaic meth. 
ods throughout, the author suggests how 
to do things simply and quickly, with 
common sense instead of rigid formality, 
but always in the spirit of good order 
= fair play that must underlie the 
rules. 


Harcourt, Brace and Company $2.00 


SURINAM 
RECOMMENDATIONS FOR A TEN 
YEAR DEVELOPMENT PROGRAM 


Report of a Mission Organized by the 


INTERNATIONAL BANK FOR 
RECONSTRUCTION AND 
DEVELOPMENT 


With the increased production of 
bauxite, the inflow of public and private 
capital from The Netherlands, and the 
greater availability of Dutch techni- 
cians, Surinam is emerging from a long 
period of economic stagnation. The re- 
sults of the Mission’s on-the-spot exam- 
ination of Surinam’s present economy 
and its potentialities for development 
are put forward in this incisive report. 

The Mission recommends public ex- 
penditures of 100 million Surinam 
Guilders (the equivalent of U. S. $53 
million) for the development of the 
country’s fertile agricultural land and 
its immense forest resources. With effec- 
tive development of these resources the 
Mission believes that within ten years 
Surinam could put an end to depend- 
ence on external subsidies and grants, 
while at the same time maintaining or 
raising the standard of living. The pro- 
gram put forward by the Mission offers 
a practical, down to earth way of con- 
solidating the progress made in recent 
years and puts future development on 4 
sound basis. In addition to agricultural 
and forest developments the program 
provides for an increase in hydroelectric 
installations, an expanded transporta- 
tion system, and improved housing, 
health, and educational facilities. 

$5.00 


The Johns Hopkins Press 
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Profit By Our New Recommendations As 


Highly Promising Issues Reach Bargain Prices 


Tur FORECAST offers you alert and expert advice 
which can keep your securities in line with the march 
of events under the new Administration ... the devel- 
opment of new markets...new improved products 
... technical advances that may transform industries 
and companies. 

You can start on a profitable investment program now 
by acting on our two latest buys at undervalued prices. 
One is a strong medium priced stock yielding 6.1% 
with above average appreciation prospects...the other 
a low-priced issue for large percentage growth. 


...And, at individual bargain levels, we will make 
further judicious selections including medium and 
low-priced stocks, which should be among coming 
market leaders... to round out our three diversified 
investments programs: 


PROGRAM ONE ... Stressing Security of Prin- 
cipal — Assured Income of 514 to 8% — 
With Appreciation. 


PROGRAM TWO...Dynamic Securities for 
Capital Building with Higher Dividend 
Potentials. 


PROGRAM THREE ...Low-Priced Stocks for 
Large Percentage Growth — Where a 
maximum number of shares may be 


purchased with limited capital. 


A FULLY ROUNDED INVESTMENT 
SERVICE 


You will find that THE FORECAST tells you now 
not only WHAT and WHEN to buy — and WHEN to 
take profits... but it also keeps you informed of what 
is going on in the companies whose shares are recom- 
mended in our Bulletins. Each security you buy on 
this advice is continuously supervised so you are never 
left in doubt as to your position. 


You will receive our weekly bulletins keeping you a 
step ahead of the crowd in relation to the securities 
markets, the action of the various stock groups, the 
outlook for business, as Republicans assume contro] 
...as well as interpretation of the Dow Theory and 
our famous Supply — Demand Barometer. 


STRENGTHEN YOUR ACCOUNT — 
BE SURE TO GET OUR NEW ADVICES 


Enroll now and buy our latest recommendations before 
they score sharp advances. 


Send a list of your present holdings, twelve at a time, 
so we can analyze them promptly for you...telling you 
what should be retained and which you should sell. 


Using the funds released through sale of weaker issues, 
plus your cash reserves — you can purchase the 
highly promising situations we have just selected... 
and can be ready for coming opportunities as we point 
them out to you. 


The coupon below entitles you to an added month of 


service if you ENROLL NOW. 











“= * aan &@ 6 see © @ &@ &@ es FREE SERVICE TO MARCH 21, 1953 a a * 

° ® 

8 Mel Coupon THE INVESTMENT AND BUSINESS FORECAST ° 

e Joday. of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. a 

e I enclose [] $60 for 6 months’ subscription: [J $100 for a year’s subscription. * 
” Special Offer (Service to start at once but date from March 21, 1953) 

° 


MONTHS’ : l 
e 6 SERVICE $60 Special | Thad ans Canada. 
i le on year. 
, 12 MONTHS’ 100 ii 
. SERVICE S RORUNOP cree ee cs Bs a 
» Complete service will start at PURO RI iofoto Een ese 
once but date from Mar. 21,1953. City 


¢ Subscriptions to The Forecast 
are deductible for tax purposes. 


Air Mail: [1 $1.00 six months: [] $2.00 


Your subscription shall not be assigned at 
any time without your consent. 


SPECIAL MAIL SERVICE ON BULLETINS 


() Telegraph me collect in anticipation of © 
important market turning points...When 
to buy and when to sell...when to ex- ® 
pand or contract my position. 


six months 


List up to 12 of your securities for our : 


initial analytical and advisory report. 
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Wisest Market Policy Now 





(Continued from page 567) 


reflection in stock prices except 
(1) with a more stable and peace- 
ful world outlook than we now 
have; and (2) until after inves- 
tors have seen the economy—and 
the Administration—tested by the 
inevitable deflation. Meanwhile, 
it should not make too much dif- 
ference in basic investment think- 
ing that the exact starting time 
of the slump is unpredictable. If 
you crawl out on a limb, nobody 
can know the inch where it will 
break. If you keep crawling, you 
will get the precise answer the 
hard way. 


Sizing Up the Possibilities 


The adjustment ahead certainly 
will not be another 1929-1932 
crash because no comparable 
bank-credit deflation is possible 
in the present situation; and a 
variety of cushions, which need 
not be detailed here, will be oper- 
ative. It may be as moderate as 
most observers expect—but what 
is “moderate”. Compared with the 
longest and deepest ones, the 
1937-1938 slump was moderate; 
but it cut average stock prices 
about 50%. In the present in- 
stance it would seem prudent at 
least to allow, in rough terms, for 
a final adjustment of something 
like the following scope: duration 
12 to 24 months; shrinkage in an- 
nual industrial production 10% 
to 15%; shrinkage in total cor- 
porate earnings, on annual basis, 
20% to 30%; shrinkage in divi- 





answer the call 
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dends, on same basis, 10% to 
20%; decline in average stock 
prices, from bull-market high to 
bear-market low, perhaps 30% 
to 40%. 

These are long-range possibili- 
ties and merely offer a clue. Then, 
what is the wisest investment pol- 
icy now? There are a number of 
sensible answers, each condi- 
tioned by the investor’s own cir- 
cumstances, objectives and tem- 
perament. 

What about speculative stocks 
like Willys-Overland, or Hudson 
or Packard for example? The only 
real question here is when to sell. 
These are not stocks to stay with. 
The cyclical risk is high, arguing 
against new buying, and for 
profit-taking, full or partial, on 
rallies or on renewed market rise. 

What about growth stocks, like 
chemicals or oils? On the buying 
side, you probably have more to 
gain than lose by waiting, even if 
the wait should be a year or even 
two years. On the selling side 
there is always the risk of losing 
an advantageous position in a 
stock bought far under present 
levels. The questions here are for 
the individual to answer. Are you 
really holding the stock for long- 
pull (secular) potentials? Will 
you be content and unworried 
through a wide cyclical decline in 
it? If the answers are yes, stay 
with it. If not, take at least part 
of profits and write down your 
investment costs. 


What about defensive stocks, 
like utilities, tobaccos, dairy 
products, biscuit bakers, variety 
chains, etc.? Answer: fluctuation 
in a major market cycle is only 
moderately less extreme than that 
of the industrial average, regard- 
less of comparatively stable earn- 
ings and dividends. Subject to full 
recognition of that fact, this type 
of stock has a valid continuing 
place in portfolios. 


In an average portfolio some- 
what more funds should be in 
high-grade fixed-income _securi- 
ties, chiefly prime bonds, at the 
present stock market level, than 
in common stocks; and if that 
position has not been established 
the object should be to work 
toward it by progressive paring 
down of stock holdings, putting 
selling priority on cyclical and 
speculative issues. The ideas ad- 
vanced are necessarily general. 
They do not preclude capital- 
gains opportunities in some spe- 
cial situations, such as we en- 
deavor to deal with on following 





pages or this, and other issues, 
of the Magazine. It will remain 
a selective market. 

The above advice, of course, is 
given for investors who wish to 
prepare far in advance for any 
possible major change in the mar. 
ket, and when we say “far in ad. f 
vance’, we mean even as long as 
a year or two hence. Therefore, 
there should be plenty of time for 
decisions on individual issues. It F 
would be especially advantageous 
to consider transferring funds 
from weak, speculative issues to 
those in a sound category. 

In the meantime, as just sug- 
gested, opportunities for capital 
gains will materialize in special 
situations and those who are 
thinking along the lines mainly of 
price appreciation will find the 
avenues open, but finding them 
will be somewhat more difficult 
than in recent years, and will re- 
quire even more detailed knowl- 
edge on particular industries and 
companies than in the past. 

—Monday, February 16 
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(Continued from page 565) 


be ignored that the dictatorship, 
to save itself from ultimate de- 
struction either at the hands of 
its own people or through slow 
strangulation at the hands of the 
free world may decide that the 
only way out is to precipitate the 
dread conflict, without waiting 
for the forces arrayed against it 
to attain their maximum power. 

On balance, the Kremlin _prob- 
ably is on the defensive. But if 
that is the case, hesitation on the 
part of our allies to close the trap 
is all the more unwise. The Amer- 
ican people, of course, realize the 
difficulties which are in the way 
of an adequate European defense. 
Still, if our friends abroad have 
the will, surely ways and means 
can be found to help them over- 
come these difficulties; but, first, 
they must place themselves whole- 
heartedly behind this vital task. 

This surely is a great opportu- 
nity for the free world. It would 
be tragic if it were lost. Whatever 
meanings, therefore, can be asso- 
ciated with the Russian purges, 
one solid conclusion is inescap- 
able; the cracks in the edifice of 
the Kremlin are commencing to 
show. This should be an incentive 
to our allies to effectively close 
ranks. 
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An Important Message and Special Invitation 


To Investors With $20,000 Or More 


VERY investor in this year of opportunity under a constructive Adminis- 

tration is entitled to expect a substantial income from his securities plus 

sound growth of his capital. And . . . Investment Management Service. 
is carefully conducted to assure these results. 


In recognition of our capacity for supplying profitable, reliable super- 
vision, ours has become one of the fastest-growing services in America 
—with a 31% increase in clientele in 1952. Already this year we have 
received many new accounts from Peru to New York—and earned 
renewals from Wisconsin to Texas. 


When you join our Service every dollar of your investment capital will receive 
the continuous, personal supervision of a staff of authorities on all phases of 
investment—with a record of security management, which to our knowledge, is 
second to none. 


Our personal counsel is carefully planned to bring you maximum benefits to 
relieve you of all worry and research—to be easy for you to follow—to keep 
your capital in securities that do well and pay you well. 


Submit Your Investments For Our Review Without Obligation 


As a first step toward increasing your profits and income in 1953, we invite you 
to submit your security holdings if you have not already done so for our pre- 
liminary review—entirely without obligation—if they are worth $20.000 or more. 


Our survey will point out various of your less attractive holdings, and some of 
your securities to be retained only temporarily. It will tell you how our personal 
supervision can assist you to strengthen your diversification, income and _ the 
enhancement possibilities of your account. We will evaluate your list and quote 
an exact annual fee for our service. 

Merely send us a list of your securities in as complete detail as you care to give 
in regard to size of each commitment, purchase prices and your objectives. All 
information will be held in strict confidence. This offer is open only to respon- 
sible investors who are interested in learning more about our investment counsel. 


INVESTMENT MANAGEMENT SERVICE 


A division of THE Macazine oF WALL STREET. A background of forty-four years of service. 
90 BROAD STREET NEW YORK 4, N. Y. 
































Only STEEL 


HOW CAN IT BE SO SHARP? Razor 
blade steel must be clean steel, free 
from certain impurities, or blade 
edges will nick when honed. Today, 
United States Steel produces about 
three quarters of the special razor 
blade steel used each year in America. 
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MECHANICAL MARVELS are becoming commonplace today . . . but here’s one you may not 
have heard about. It’s a multiple tie-tamper. Twelve tampers controlled by a single man, 
automatically compact ballast under ties, producing finished track in one operation, more 
quickly and more safely. Steel for machines like this is made by United States Steel. 


GUN THAT SHOOTS AROUND CORNERS! Still 
undergoing tests by Army Ordnance is this curved 
steel barrel deflector for sub-machine guns. The 
automatic rapid fire weapon fires a 45 cal. bullet, 
the same as the 45 cal. automatic pistol, and the 
bullet is deflected in a groove to a 45 degree angle. 


FACTS YOU SHOULD KNOW ABOUT STEEL 


Last year, the iron and steel industry used about 
100,200,000 tons of coal. If loaded in 50-ton hopper 
cars, that amount of coal would fill a train long enough to 
go more than halfway around the world at the equator! 


This trade-mark is your guide 
to quality steel 


STAINLESS PREFERRED. A bus manufacturer re- 
ports that the bus shown above is made in two 
models . . . a standard model and a model with 
side panels of silvery stainless steel. When the 
stainless bus and the conventional painted panel 
bus are dispatched for the same destinations at 
the same time, passengers will usually choose the 
stainless steel sided bus in preference to the 
other. Only steel can do so many jobs so well! 


UNITED STATES STEEL 


Listen to . . . The Theatre Guild on the Air, presented every Sunday evening by United States Steel. 
National Broadcasting Company, coast-to-coast network. Consult your newspaper for time and station. 


AMERICAN BRIDGE . . AMERICAN STEEL & WIRE and CYCLONE FENCE . . COLUMBIA-GENEVA STEEL . . CONSOLIDATED WESTERN STEEL . . GERRARD STEEL STRAPPING . . NATIONAL TUSE 


OIL WELL SUPPLY . . TENNESSEE COAL & IRON . . UNITED STATES STEEL PRODUCTS . . UNITED STATES STEEL SUPPLY . 
UNION SUPPLY COMPANY + UNITED STATES STEEL EXPORT COMPANY - 


GUNNISON HOMES, INC. - 


. Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
UNIVERSAL ATLAS CEMENT COMPANY 
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ONAL TUBE 
PITTSBURGH 








